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Tomovrow 


A LOOK AHEAD 





Congress grows restless . . . the 
President's attitude toward House 
revolt on the tax bill explained 
. . . the narrowing legislative out- 
look.... 











PRSCTICSE politics will dominate Wash- 
ington developments more and more from 
now until the fall elections. 


New ideas and new experiments stand to 
get short shrift both at the White House and 
in Congress. Reform, for the time being, is 
stopped in its tracks. 

Members of Congress are becoming increas- 
ingly impatient to wind up the session and get 
back home to fence-mending. Hence they do 
not want to be loaded down with more work. 


The President senses this sentiment in Con- 
gress and will not resist. This explains his 
reluctance to try to force House acceptance 
of the penalty tax on closely held corpora- 
tions. He will confine himself to restating 
his determination to use taxes to remove 
privileges to special groups. 

To gain his tax objectives, Mr. Roosevelt 
will return to the method of offering the 
country specific examples of differences in 
tax payments by individuals and corporations 
of like total income. 

Prospects in Congress now favor the fol- 
lowing: 

A corporation tax law, minus penalty taxes, 
and closely in line with the expressed wishes 
of business spokesmen. 


A possible—but not probable—plan for gov- 
ernment reorganization that will be put slowly 
into effect by the President. 


A series of appropriation bills that will in- 
clude provision for a much J/arger navy, for 
new flood control, for the continued WPA, 
among other things. Total appropriations 
may reach eight billion dollars. 


Approval of a plan to investigate the anti- 
trust Jaws with a view to rewriting them next 
year. Price studies now under way will be 
available to the investigating committee. So 
will the multitude of plans for dealing with 
control of business. 


Adjournment not long after the first of 
June. 

The deepening depression finds the Presi- 
dent determined to let nature take its course; 
he is increasingly perplexed by crowding 
events. 


Continued budget difficulties find the 
White House’s hands tied by promises that 
there will be no increases in taxes. 


Acute railroad financial troubles find the 
President without a remedy to offer. He 
plans to toss this problem to Congress. There 
is no White House program to aid the rail- 
roads, at this time 


The sudden blow up in the TVA director- 
ate caught Mr. Roosevelt off-guard. He had 
expected personal animosities there to cool. 
The President shows just two present deter- 
minations. The first is to clean up the TVA 
administration diffculties in one way or an- 
other. The second is to find out as quickly 
as possible whether there can be an agreement 
with the electric utilities in the Tennessee 
Valley on the basis of power distribution 
from Tennessee River power developments. 


Tax collections up to and including March 
15 will give a too-favorable slant on federal 
finances. These collections will be on 1937 
corporations and individual income, which 
was the highest of the recovery period. 


Aiso collections will be set off against ex- 
penditures prior to the sharp step-up sched- 
uled for WPA and before the heavy flow of 
payments to farmers. 


Next year’s collections on this year’s in- 
come will tell a different story, if present in- 
come trends continue. Collections will de- 
cline drastically while government outgo will 
expand to meet emergency conditions—bring- 
ing back the period of big deficits. 


Little recovery stimulus is to be expected 
in any British trade agreement. Both sides 
are bound by restrictions that make import- 
ant tariff concessions difficult. 


Foreign trade as a whole probably will con- 
tract sharply in the months ahead. Imports 
already have taken a drastic fall. 
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Factors Involved in a Growing Problem 


AILROADS soon will put into effect the first 
of 


permanent general upward revision 
freight rates since 1920. 

But it now appears that the application of 
the increases announced March 8 by the In- 
terstate Commerce Commission will do little to 
dissipate the pessimistic outlook for the rail- 
road industry. For railroad officials have ex- 
pressed themselves as “greatly disappointed” 
that their request for a full 15 per cent in- 
crease was not granted and have asserted that 
the estimated net increase of 5 per cent, with a 
total of 175 million dollars in additional rev- 
enue, does not go far enough. 

A glance at the pictogram above provides one 
reason for the gloom prevailing in the industry. 

The official figures show that thirty out of 
every one hundred miles of track and approxi- 
mately one dollar out of every four of railroad 
capitalization—a total of 37 Class I roads—is 
now operated by receivers or trustees. 


BANKRUPTCY FOR MANY 
Another reason for pessimism is that this 
picture of insolvency steadily is getting worse. 
The RFC estimates that 27 more Class I| roads 
may be forced into receivership this year. 
Nearly 50 nt of the railroads, figures 
of the American Association of Railroads show, 


per cs 


operated in the red last vear. 

In normal years the railroads receive an op- 
erating inceme equal to from & to 9 per cent 
of 
productive operations. 

So long as the railroad carriers continually 
are threatened with bankruptcy and cannot 
raise the capital required for efficient operation 
a substantial barrier is raised against restora- 
tion of prosperity. 

That is given as the reason why President 
Roosevelt has announced he is planning further 
study of the railroad situation. 

An immediate result of the failure to get the 
requested rate increase was the recommenda- 
tion of the Board of Directors of the American 
Association of Railroads March 11 that the 
railroad brotherhoods be asked to accept a gen- 
eral wage cut. 

The economic malady which now afflicts the 
railroads goes back a long time, most diagnos- 
ticians holding that it began in the early ’20’s 
when the first serious inroads on revenues were 
made by a new form of competition—the pas- 
senger automobile, bus and truck. 

Against the new competition the railroads 
deployed their best engineering and inventive 
skill, succeeding 1n cutting unit cost of moving 
freight one-third. 

But to no avail. The growing seriousness of 
the evil is shown by the fact that, whereas, a 
decade ago only 2 per cent of the railroad mile- 


the entire national income arising out of 


* age was operated by receivers, today, as has +* 


been pointed out, more than 30 per cent of the 
mileage, or more than ever before, is operated 
by receivers. 

Railroads shared, of course, in the general 
decline in business following 1929. But 
the spring of 1933 their rates have not ad- 
vanced to correspond with the sharp increases 
in certain operating costs. Other 
are free to set their own charges but the rail- 


since 


industries 


road rates are fixed by the ICC. 
GREATER COSTS: LABOR AND MATERIAL 
On Novy. 5 the railroads petitioned the ICC 
for an rates which they 
mated them a $517,000,000 _ in- 
crease in In the petition they in- 
stanced the increase in annual operating costs 
today over costs in May, 1933. 


increase in esti- 
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Most important increase has been incurred 
through the restoration of the 1935 pay cut 
and the pay increases last year, totaling 308 
million dollars a year. 

Second in importance is the additional charge 
of 275 million dollars a year because of the rise 
in the price of steel, lumber, coal and other ma- 
terials and supplies used. 

Another important increase has been incurred 
because of the taxes for unemployment insur- 
ance and retirement systems, amounting to a 
net increase of 81 million dollars a year. 

All these increases have added approximately 
664 million dollars a year to operating costs; 
in percentages this is an increase of 40 per cent 
in costs of materials and supplies, 25 per cent 
in taxes and 18 per cent in wages. 

In contrast, on the revenue side there was a 
10 per cent drop in the revenue for carrying a 
ton of freight one mile and a 20 per cent drop 
in the revenue for transporting a passenger 
one mile. 

The ICC has pointed out that the railroads 
must look to more fundamental adjustments 
than a mere change in rate schedules. Increases 
in rates alone, it has been pointed out, might 
have the effect of driving still more railroad 
traffic to competitors. 


THE REMEDIES PROPOSED 

Plans now under consideration have been re- 
vealed along these general lines: 

Some plan for forced consolidation of the 
roads into fewer systems, thereby eliminating 
duplication of terminals and other facilities and 
reducing operating costs. Any comprehensive 
plan of this sort, it has been estimated, eventu- 
ally might throw some 200,000 men out of jobs. 

Plans for additional financial help for the 
railroads. This action would depend on the re- 
turn of prosperity and improvements in op- 
erating efficiency to put the roads back on their 
feet. 

Some program to speed up railroad reorgani- 
zations and improve the financial structure of 
railroad systems. Thus far few reorganizations 
have been completed and it is suggested that a 
special court might be set up to speed restora- 
tion of a sound financial basis of operation. 

Whatever action is taken may prove a turn- 
ing point in the history of transportation in this 
country. And tied up in the program for re- 
habilitation of the railroads is not only the wel- 
fare of the million workers employed directly 
but also that of the half million employed in 
making products used by the industry. Also 
at stake is a large percentage of the country’s 
investment in insurance companies and banks, 
both large holders of railroad securities. 

(For details of freight increases granted by 
the ICC see special article on Page 5). 
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The March of the News 


IN NATIONAL AFFAIRS 








National defense again to the 
fore .. . tax revision moves on to 
Senate as House prepares to debate 
naval expansion program. . . . an- 
other Senate filibuster? ... The 


TVA muddle. ... 











_ war clouds gathering again in Eu- 
rope, Congress prepares to strengthen 
our national defense. 


It is only coincidence, however, that brings 
the Administration's billion dollar naval ex- 
pansion bill to the floor of the House for 
12 hours of debate at the moment of crisis 
aboard. 


Passage of the tax bill clears the way for 
the naval bill which happens to be the next 
measure on the program for consideration by 
the House. 


Though the proposal which would 
strengthen our Navy by 20 per cent contains 
a non-aggression provision, leaders predict 
that the growing prospect of a world conflict 
will have the effect of softening opposition 
to authorization of huge defense expendi- 
tures. 


PROGRESS OF THE TAX BILL 

The tax bill goes to the Senate without 
the so-called “third basket,” the controver- 
sial provision imposing a special surtax on 
the family owned and closely held corpora- 
tions recommended by the House Ways and 
Means Committee. It modifies present levies 
on undistributed corporate profits and capital 
gains. It increases the present tax on hard 
liquor 25 cents a gallon; this increase is de- 
signed to restore to the Treasury part of the 
revenue that will be lost by elimination of the 
surtax on closely held corporations. 


Before the tax bill reaches the floor of the 
Senate it will be subjected to hearings before 
the Finance Committee. Also the Senate 
must first dispose of the pending Govern- 
ment reorganization bill, the opposition to 
which threatens to provoke another filibuster 
similar to the successful one against the anti- 
lynching bill which created a log-jam of leg- 
islation in the early weeks of the session. 


Because the reorganization bill would give 
to the President broad powers to abolish, 
consolidate and rearrange departments and 
bureaus of the Government created by Con- 
gress over a period of years, opponents in 


[Continued on Page 3.) 
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—Harris & Ewing 
LEGISLATIVE INTROSPECTION 
Senator Pat Harrison seems to find a cigar after 
lunch at the Senate Dining Room to be conducive 
to thoughts on taxes. 
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Broadening the Field 
Of Federal Taxation 





Out of a “wilderness” of con- 
fusion over Federal and State tax- 
ing powers, the Supreme Court 
takes a path leading to a broader 
field of taxation. What does it 
portend in new taxes? Here is a 
view of this precedent-breaking 


development. 














OVERNMENT attorneys have been saying for 
some time that they did not know what to 
expect of the Supreme Court on tax questions 
from one week to the next. Roswell Magill, Under 
Secretary of the Treasury, put their feeling into 
words last fall when he said some decisions had 
led lower Federal courts into a “wilderness of fine 
distinctions.” 

A principal cause of confusion was the lack of 
a definite line marking the authority of Federal 
and State governments to tax agents and in- 
strumentalities of each other. It had been 
claimed that apparently contradictory decisions 
had been rendered on that question. 

As a result of two decisions just handed down, 
however, the opinion in the Capital is that the 
attitude of the highest Court is crystallizing to- 
ward a broadening of both the Federal and 
State tax fields. 


CENTURY OLD PRECEDENT 

The dispute goes back in a sense to 1819, when 
—in McCulloch vs. Maryland—the Court held that 
a State could not tax a Federal bank. Time and 
has ruled against such levies on the 
“the power to tax is the power to 


again it 
ground that 
The numerous exemptions from tax- 


destroy.” 
ation thus held to exist narrowed the revenue 
fields. 

The situation caused official concern. Mr. 


Magill listed three possible approaches to the 
problem: amendment of the Constitution, at- 
tempts at legislative remedy, and restudy of the 
situation and the law by the Supreme Court. 

“Consider how much the administration of the 
Federal income tax would be improved,” he said, 
“if the Sixteenth Amendment were now held to 
mean what it says—to confer the power actually 
to tax incomes from whatever source derived.” 

Meanwhile, the Supreme Court already was 
tending toward a broader conception of the tax- 
ing power. It had ruled that independent con- 
tractors must be distinguished from regular Gov- 
ernment employes and agencies in the mat- 
ter of tax levies; and that employes who might 
be under Government jurisdiction but were not 
being paid out of Government funds were sub- 
ject to taxation by another government. 

The issue came up again through challenge of 
the right of the Federal Government to tax in- 
come derived by an oil company from lands 
leased from Wyoming. The company claimed 
immunity on the ground that it was a State in- 
Strumentality. If the precedents cited in its de- 
fense were set aside, the Government contended, 
administration of all tax laws would be simpli- 
fied and the burdens would be more equalized. 


HIGH COURT'S LATEST RULING 


The Supreme Court now has reversed itself. 
In a five to two decision, the Chief Justice said: 

“Immunity from nona-discriminatory taxation 
sought by a private person for his property or 
gains because he is engaged in operations under 
a Government contract or lease cannot be sup- 
ported by merely theoretical conceptions of in- 
terference with the functions of Government. 
Regard must be had to substance and direct 
effects.” 

Justices Butler and McReynolds dissented em- 
phatically, saying the opinion brought forth “no 
real reason for so sweeping a change of construc- 
tion of the Constitution.” 

In the other pertinent decision, the Court 
unanimously held that the Federal income tax 
applied to income from production of oil and gas 
on land owned but leased out by California. 

Members of Congress expect the new position 
of the Court to affect future tax legislation both 
in Washington and the States. Senator La Fol- 
lette (Prog.), of Wisconsin, predicts efforts to 
amend the bill now before Congress so Federal 
power to tax payments of interest on Govern- 
ment securities can be tested anew. 


+ 








aC LO LAD 


“Public 


Administration economic plan- 
ners now speak of “public invest- 
ment” where they used to say 
“pump-priming.” They argue that 
the Government should spend 
billions on projects like conserva- 
tion, reforestation, public health 
and self-liquidating works to 
boost the national income; but 
the President at present is not 


heeding them. 
xk * 


The dragging Senate debate on 
Government reorganization is 
causing talk at the Capitol about 
another filibuster like that which 
side-tracked the anti-lynching 


bill. 
x ek & 


Austro-German developments 
caused diplomatic officials to di- 
rect attention to the fact that 
there has been Jess talk in the 
highest quarters of late about 
“cooperation” with other democ- 
racies to save democracy. For- 
eign unsettlement is encouraging 
a “tread easily” policy. 
x * & 


Officials of the Social Security 
Board are keeping track of ef- 
forts to straighten out the dis- 
bursement of funds in Oklahoma. 
Grants for assistance to the 
needy aged and needy children 
will be resumed if the local offi- 
cials meet specifications laid 
down by the Board. 


— 
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Investment” Talk....Billion For Relief 
....Those Japanese Imports....A_ Filibuster? 


One purpose of deferring anti- 
trust law revision is understood 


+ 


Officials of the Tennessee Valley 
Authority believe that a number 
agency’s misfortunes 


+ 


until prospects for favorable con- 
sideration improve. 


to be to allow Thurman W. of that _— 
Arnold, nominated to be Assist- grew from the fact that two di- 
rectors are named “Morgan.” One WPA plan now looks to ap- 


ant Attorney General, an oppor- 
tunity to attempt aggressive en- 
forcement of the laws as they 
stand, and to see what happens. 


x** re 


Attempts are being made to sell 
President Roosevelt on the idea 
that the Administration can 
abandon the entire principle of 
the undistributed corporation 
surplus tax without sacrificing 
revenue and with the effect of 
disarming critics. So far it has 
failed to take. 


xe 


The President intends to ask 
Congress to appropriate a billion 
dollars for relief in the fiscal year 
that begins July 1 in place of the 
billion and three quarters pro- 
vided for the current fiscal year. 
If the billion does not suffice, 
the Congress can provide more 
next January. 


xkek 


The Japanese are understood to 
have been caught off guard by an 
unofficial boycott in this country 
that has reduced sharply the im- 
ports of goods from Japan. War 
financing plans have gone awry 
as a result. 





They say cases of mistaken iden- 
tity frequently have arisen to 
cause “misunderstanding” of 
TVA affairs. Those dealing with 
another agency, the Labor Re- 
lations Board, also report diffi- 
culty in differentiating between 
the two Smiths on that Board of 
three members, Edwin S. Smith 
and Donald Wakefield Smith. 


x * * 


Private business men with new 
low-cost housing plans report 
that members of the White 
House secretariat give them Jit- 
tle encouragement and indicated 
the suggestions would not reach 
the President. 


x * 


Processing taxes to finance the 
farm subsidies are understood to 
be slated for inclusion in the sec- 
ond tax bill tentatively sched- 
uled for consideration at this ses- 
sion of Congress. 


x * 


Senator Wagner (Dem.), of New 
York, is believed in some indus- 
trial circles to have prepared 
amendments to fortify the Labor 
Relations Act. He probably will 





proval of numerous projects for 
laying out new streets and sewer 
installations on the theory that 
home building might be encour- 
aged in the neighborhoods bene- 
fited. 


x~* * 


Co-operation between anti-New 
Deal Democrats and Republicans 
continues in the Senatorial offices 
much in the fashion of a year ago 
when the purpose of the meetings 
was to kill off the Supreme Court 
enlargement bill. 


x «rk 


The-office of Consumer’s Coun- 
sel of the National Bituminous 
Coal Commission, which is inde- 
pendent of the Commission 
proper, is planning a campaign 
to stimulate consumers’ interest 
in problems affecting them. 


xx* rk 


Emphasis is reported shifted in 
the Government’s housing drive 
to encouraging builders of Jarge- 
scale projects rather than to 
stimulating building of individ- 
ual homes. The new strategy has 
been forced by hesitancy of pros- 
pective home buyers to invest 
until business improves. 





—Harris & Ewing 
RELIEF—LIFE VS. THEORY 


Charles P. Taft, Chairman of the Mobilization for 

Human Needs Committee, takes issue with the 

President on the solution of the unemployment 

problem, declaring the objective is modeling 
“from life, not from theory.” 





Wocesqranz + 


A Clash of Policies 
In the Relief System 





Relief—Federal or local admin- 
istration? The President and lead- 
ers of private charity movements 
differ over which is more efficient 
and economical. Gradually the ar- 
gument seems to be coming to a 
head. Its essential points can be 
found below. 





defer introducing them, it is said, 
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U8 (RAGE ACHS Waal 


Mr. Roosevelt's Newest Problems....Executive Strategy.... 


Pertinent Echoes... Comment Without Commitment.... 


NCE upon a time, so the Irish story goes, 
there were two Kilkenny cats that fought 
until there was left nothing but their tails. 
Franklin Delano Roosevelt, self-admittedly 
is no prophet. He didn’t know prior to the his- 
tory-making TVA conference at the White 
House whether or not it would turn into a Kil- 
kenny fight. The record of the conference may 
be found on Pages 3 and 10 but other Kilkennys 
paid slight attention to the “Seeded Please!” 
signs on the White House lawn, gave the Chief 
Executive much to think about before he turns 
southward for a ten day stay at Warm Springs. 


For one thing there was the airing of a con- 
flict in views on unemployment between the 
President and the Mobilization for Human 
Needs committee. Mr. Roosevelt speaking to 
the delegates had offered as a solution to the 
problem “more jobs at good pay.” Charles P. 
Taft, chairman of the committee, later took issue 
with the President, called for an “integrated” 
relief program modeled from “life, not from 


theory.” (Details contained in an article on 
this page.) 
25-YEAR OLD Less specific, but carry- 


ing potential dynamite, 
are the relations between 
FACES PRESIDENT 1600 Pennsylvania Ave- 
nue and Capitol Plaza. Foes of the President’s 
reorganization bill have already announced 
they would carry their fight to the people in 
much the same manner as the fight against the 
Supreme Court Bill. Mr. Roosevelt is hoping 
for favorable action on the measure at this ses- 
sion. To newspaper men he recalled the fact 
that 25 years ago, as a member of an Interde- 
partmental Committee, he first came to realize 
the need for reorganizing many executive 
branches of Government. Continuing the pres- 
ent system for another 25 years is something he 
doesn’t care to envision. 


PROBLEM AGAIN 


But words do not always lead to action. As 
the first quarter of the year begins to wrinkle 
at the calendar edges, the President was viewed 
as failing to press for major recommendations 
with the same bold strokes as attended the 
“100 days.” 

The possibility that the change in tactics is 
conditioned by a desire to avoid further “rubber 
stamp” criticism is one theory. The converse is 
that the Chief Executive will retain a gentle 
hold until the legislators themselves, faced 





Se a a ee eee 





—Wide World 
FROM KHAKI TO MUFTI 
Again on the job as secretary to his father, the 
President, is James Roosevelt, after a fortnight 
of joint Army, Navy and Marine maneuvers on 
Puerto Rico’s southern coast. The President's 
son holds a lieutenant colonel’s commission in the 
Marine Corps Reserves. 





with mounting social and economic problems 
will call for firmer Executive direction. 

In that connection the publication this week 
of certain selected Presidential press confer- 
ences—complete with “off-the-record” answers 
—presents an historical commentary on the ob- 
jectives recently reiterated by Mr. Roosevelt. 


Startling and laugh provoking echoes flash 
up from the stenographic notes. Five years 
ago, almost to the day, the President opened 
a press conference with the statement: “The 
Japanese Admiral is coming to see me this morn- 
ing. Steve will tell you all about him.” The 
reply from a press correspondent: “Are we 
going to have a war?” (Laughter) (Note: 1938, 
Defense expansion and War Profits Bill.) 


And again almost five 


years ago the President 
ro eee was asked: “Mr. Presi- 


IN PRESS NOTES dent, do you or do you 


not consider the solution of the war debt vital 
to the success of the Economic Conference?” 
The reply: “Have I stopped tickling the soles 
of my mother-in-law? (Laughter) Yes or no? 
I don’t know, it is too difficult a question to 


POINT-COUNTER- 


+ answer, 





Are my mother-in-law’s feet ticklish? 
(Laughter) In other words, of course, some 
cleaning up of the war debt issue would be a 
fine thing, but it is not necessarily tied in with 
the success of the Economic Conference. The 
two are not necessarily wired together. They 
may be—what shall I say—‘Platonic friends.’ ” 

(Note: 1938, War debt solution from Hun- 
gary and recurrent reports President interested 
in world economic and arms limitation con- 
ference.) 

And to bridge the gap in time with an even 
more piquant note, Mrs. Roosevelt, as honor 
guest at Amarillo’s (Texas) Mother-in-Law Day 
celebration, was presented with 2,500 pounds 
of roses and ferns all done up in a 16 foot long, 
9 foot high and 5 foot wide bouquet hitched to 
a derrick for convenience’s sake. 

Less aromatic was the bouquet which the 
President received from the representatives of 
“little business” who attended the decibel-shat- 
tering February conference. The Administra- 
tion was accused of attempting to “smother” 
the voice of small enterprise and set up a 
counter-organization New Deal controlled. 

Just what tone the President’s own message 
to Congress on anti-monopoly would take re- 
mained at the week-end in the “if” stage. Other 
messages there would be although the Presi- 
dent would make no comment as to their subject. 


But comment he did on 
MR. ROOSEVELT poo and Peng _ 
propos o e House 
SPEAKS HIS MIND kicking over the “third 
basket” tax on closely-held corporations, the 
President defined the Administration's tax ob- 
jectives as the ending of special privilege where 
it existed under present law. (For details see 
article on Page 13.) Apropos of the contem- 
plated trade agreement between this nation and 
Great Britain, Mr. Roosevelt said that New Eng- 
land need not fear that there will be anything in 
any trade agreement that will seriously cripple 
any New England industry. 

At the week-end, while meteorological instru- 
ments, perched atop Weather Bureau stations, 
dutifully recorded changes in precipitation and 
wind velocity, observers wished that someone 
would invent a device to sit atop the Executive 
Mansion to dutifully record changes in the af- 
fairs of state everytime the President blew hot 
or cold. 


TAXES AND TRADE, 


DEREK Fox 











OSSIBILITY of a national dispute over Admin- 

istration relief policies, with repercussions in 

the political campaigns, emerges from the dif- 

ferences between President Roosevelt and the 
Community Mobilization for Human Needs. 

President Roosevelt stood by WPA and its 
system of direct supervision of work projects in 
addressing representatives of the Mobilization at 
the White House on March 11. 

“Except in the supplementing of certain social 
Security laws as passed by the States,” he said, 
“the Federal Government has left the care of 
unemployables—the problem of maladjusted in- 
dividuals—to the States and localities, the field 
which is the natural sphere of the community 
chests.... 

“A Federal works program serves not only the 
unemployed, it saves the jobs of those who have 
jobs. Our industrial production cannot pro- 
gress, as it must, unless our masses have income 
with which to buy its products.” 


MR. TAFT DISAGREES 


Apparently disappointed that no notice was 
taken of the Mobilization’s plea for reconsidera- 
tion of relief methods, Charles P. Taft—its chair- 
man—subsequently took direct issue with the 
Administration and urged adoption of an “inte- 
grated program, modelled from life, not theory.” 

“The President continues to support division 
between those who are able-bodied, needy and 
out of a job, and those who are unemployable,” 
he said. “Our program on the other hand calls 
for an integrated plan with local administration 
and Federal supervision and standards. The 
two ideas just don’t mix.” 

Under the Mobilization plan, Federal, State and 
local policies would be unified. Its sponsors con- 
tend genuine economy without lowering relief 
standards would result. They propose that the 
principle of matching State and local appropria- 
tions by Federal funds (grants in aid, but not 
necessarily on a 50-50 basis) be the method 
through which the Federal Government should 
make its relief appropriations. 

Three steps are suggested: 

Federal appropriations would be apportioned 
to the States by a stipulated formula for general 
and work relief, to be matched in prescribed pro- 
portions. Each State would apportion funds to 
local communities upon any basis it might de- 
cide to be compatible with the needs. Deter- 
mination of the amount and character of work 
relief and of those eligible would be a State and 
local responsibility. Special Federal grants would 
be made for the care of interstate transients. 


FEDERAL STANDARDS 


The Federal Government would set up general 
standards of administration and of relief. These 
should require co-ordinated State and local ad- 
ministration, and a merit system of appointment, 

Finally, a Federal commission would be estab- 
lished to investigate the immediate problem and 
recommend a long-range program. It is argued 
that an unbiased inquiry would help end “con- 
fusion in the public mind.” 

“A program of this kind will again list thou- 
sands of public-spirited men and women as ad- 
visers for this necessary community service,” in 
the opinion of the committee which recom- 
mended it. 

Tom K. Smith, past president of the American 
Bankers Association and chairman of the St. 
Louis Social Security Commission, directed at- 
tention to the word “again” in that sentence. 
Consciousness of local responsibility for relief 
has diminished markedly since the Government 
assumed the responsibilities now exercised, he 
said; and that perhaps was inevitable. But the 
time is here to attempt to spur that sense of 
responsibility. i 
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Mr. 
to create a 


the Senate that 
Roosevelt 


dictatorship—a charge which the 


charge 


is trying 


President scorns to answer. 


Dissension in the governing 
board of the Tennessee Valley 


Authority creates a major issue 
in Congress with supporters of 
Chairman A. E. Morgan demand- 
ing a congressional investigation 
of his charges reflecting on the 
policies and official conduct of 
his two associates. 

The President himself takes a 
hand in the controversy, brings 
all of the TVA 


directorate before him in a futile, 


three members 
all-day effort to settle the dis- 
pute and then, before adjourn- 
ing the meeting for a week, says 


finds cannot 


if any member he 


abide by the decisions of a ma- 
jority, he should resign in the in- 
terest of the Government's power! 
Only Congress has 
the directors 


program. 
power to remove 
from office. 

Also confronting the President 
is the problem of the railroads. 
Mr. Roosevelt meets this week 
with a group of railroad officials 
in an effort to find some way out 
of their financial difficulties. This 
conference has been postponed 
from week to week pending the 
decision of the I. C. C. on the 
application of the roads for a 15 


per cent freight rate increase. 


The rate increases granted—10 
per cent on some commodities, 5 
per cent on others and none on 
still others—the railroads con- 
tend, give them inadequate relief. 


Developments in Europe are 
watched with anxiety by State 
Department officials. No matter 
what happens the United States 
will maintain a “hands off” pol- 
icy. Secretary Hull it 
clear that our Government had 
not expressed its views on the 


makes 


situation to the German govern- 
ment and had no intention of do- 
ing so. 

Criticism and defense in Con- 
gress of our foreign trade policy 
trade agree- 


are revived as a 


ment is concluded with Czecho- 
slovakia and public hearings start 
—this week—on a possible pact 
with Great Britain. ; 

A six-year plan for conserva- 
tion and development of the na- 
tion’s water resources is outlined 
to Congress in a special message 
from the President. Mr. Roose- 
velt informs the press that he has 
three or four messages in mind, 
one on the world phosphate sit- 
uation and the other on monop- 
olies. 


‘ 


(SQPSGIGLAI? “THE TVA TANGLE AND ITS EFFECTS 


ON THE WORLD'S LARGEST PLANNING PROJECT 


¥ President Roosevelt the letters 
TVA” always have mor heariy 

symbolized the New Deal that he 

sponsors than have any othe 


r of the 
n the de- 
of an 


iver basin was full-formed in 


The idea of i 
national Governm 


velopment of the resources 





ire ! 


his mind and was publicly an- 
nounced before Mr. Roosevelt tcok 
office in March, 1933 

Congress created the Tennessee 
Valley Authority as the first of the 
New Deal agencies It came into 
being on May 18, 1933. From that 


> on the President lost no oppor- 


show his special 





1ity to interest 


this experiment 


Here was 





to be large-scale region- 


through “a corporation 





h the powers of govern- 
but possessed of the flexibility 


tiative of private 





enterprise.” 


in the 


ig and developing in 
been un- 


of the Tennessee ha 





y for nearly f 


CLASH OVER POWER SELLING 


ve years 


Yet at the moment, TVA is the 
most acute of the President’s prob- 
lems. 

The reason for the acuteness of 


the three direc- 
tors of g fell among 
themselves. Many of the President’s 
other problems have grown from 
Supreme Court upsets for his plans. 





agency out 


But the Courts to date have consist- 
ently upheld the legality of TVA and 
ts actions. Here was a new prob- 
lem created by differences of view- 


nt among the managers of a vast 
government enterprise 

Those differences largely 
concerned the sale of electric 
er developed by the dams that are 
rising to control the flow of the Ten- 





have 


pow- 


nessee River. 
Yet powel 
one phase of TVA 


development is only 


There is, in addi- 





tion, the navigation phase, the ferti- 
lizer development phase, the flood 
control phase, the natural resource 
development phase, and_ other 
phases as well 

But electric power, today and in 
the past, has served as the basis 
for the difficulties and the personal 
clashes. TVA power, according to 
the President, was to serve as a 
“yardstick” for power rates and 


power uses in an important part of 
the nation 


THE THREE DIRECTORS 

And the power program en- 
trusted to one director, David Lilien- 
thal, a youthful protege of Prof. Fe- 
lix Frankfurter, of Harvard Mr. 
Lilienthal had served on the Public 
Service Commission of Wisconsin 
an appointee of Governor Philip La 
Follette. He is of the driving type 

As chairman of the TVA board of 
directors, Mr. Roosevelt chose Dr. 
Arthur E. Morgan, who-in 1933 was 


was 


as 


president of Antioch College. Dr 
Morgan was widely Known as an 
engineer and had planned the devel- 


opment of the 
district that contr 
Miami River in Ohio. The chairman 
took charge of the dam building pro- 
gram in the Tennessee Valley. 


WHEN HARMONY FAILED 

The third choice of directors was 
Dr. Harcourt A. Morgan. vice chair- 
man of the Board and formerly pres- 
of the University of Tennes- 
This second Dr. Morgan 
sumed responsibility for the fertili- 
zer development program of TVA 
and other activities in relation 
to agriculture 
For three 


Miami 


Conservancy 
floods on the 


O1S 


ident 


see. as- 


1ts 


years the directors 
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HE vast enterprise of planned “better living” in 


the Tennessee Valley States strikes a snag. 


TVA’s directors split. 


These are affected: 


Enor- 


mous supplies of electric power; 650 miles of 


of Here’s 


greatest planning project 


millions. 


an outline 


| waterways; the future of great industries; the lives 


of the world’s 


| 
| 
| 
| 
| 
| 








worked in harmony. 

spring of 1936 Chairman Arthur E 
Morgan and Director Lilienthal 
clashed They clashed over TVA 


policies in relation to the disposal of 
electric power developed at the dams 
then rising. Chairman Morgan is 
reported to have favored a working 
arrangement with the private utili- 


ties of the area; Director Lilienthal 
to have favored competition or 
acquisition Director Harcourt A. 


Morgan sided with Director Lilien- 
thal 

President Rosevelt stepped in dur- 
ing 1936 and again in 1937 in an ef- 
fort to compose the TVA differences. 
Administrative methods of the di- 
recting Board were changed, with 
the selection of a general manager 
operate the enterprise on the 
basis of policies decided by a ma- 
jority vote of the Board. 

But charges by Chairman Morgan 
and counter-charges by Directors 
Litienthal and Morgan continued 
until the President insisted upon a 
showdown in his offices in the White 
House. 


FIVE-YEAR STORY OF THE TVA 

Yet the real story of TVA lies in 
the facts and figures that show what 
has occurred in the Tennessee Valley 
during five years of planned de- 
velopment of natural resources. 

The Tennessee Valley Authority 
started out with title to Wilson Dam 
on the Tennessee River at Muscle 
Shoals. This dam was started as a 
war project in April, 1918, and was 
completed in September, 1925 
contained locks for navigation and 
turbines for generating electricity 
from the fall of the water at the 
dam. Until TVA came along much 
of this electricity was disposed of by 
the Corps of Army Engineers to 
utility companies. Wilson Dam is 
far down the river from the head- 
waiers. 

As he took over in 1933, 
Chairman Morgan began plans for 
a whole series of large dams in the 
river designed for navigation, flood 
control and power development. 

Norris Dam, in the headwaters of 
the Tennessee River, on the Clinch 


to 


soon as 


River near Knoxville, Tennessee, 
was started in October, 1933, and 
‘finished in March, 1936. Wheeler 
Dam, named after the Civil War 


general, Joe Wheeler, was started in 
November, 1933, and completed in 
November, 1936. This dam was down 
river near Wilson Dam. 

Then in March, 1935, a start was 
made on Pickwick Landing Dam, lo- 
cated below Wilson Dam. The Pick- 
wick Landing project will be com- 
pleted this year. The same is true 
of Guntersville Dam, which is up- 
stream from Wheeler Dam. Another 
dam farther upstream known as 
Chickamauga, was started in Janu- 
ary, 1936, and will be completed 
next year. 


EIGHT DAMS FOR POWER 

The Norris Dam is designed to 
store water during periods of flood 
stage and to release water into the 
river during periods of dry weather 
in the summer. The same is true 
of Hiwassee Dam started in July, 
1936, and located on the Hiwassee 
River, one of the chief tributaries 
of the Tennessee. This dam will be 
completed in 1940. That makes 
seven dams either completed or 
started in the Tennessee Valley. 
Right now Congress is being asked 
to provide funds to start an eighth, 
known as Gilbertsville Dam, located 
down near the point where the Ten- 
nessee flows into the Ohio. 

All of these dams are to pro- 
duce electric power. The initial ca- 
pacity of dams already building is 
at 869,000 horespower and the 
later capacity with adidtional in- 
stallations at 1,972,000 horsepower. 


WHERE DISSENSION BEGAN 

Electric power is now being dis- 
tributed from TVA dams to 17 mu- 
nicipalities and 14 rural coopera- 
tives in 50 counties of Alabama, 
Georgia, Mississippi, and Tennessee. 
It is also’ being sold to a few in- 
dustrial users and to one private 
utility system. The revenue from 
this sale is expected to be about $2,- 
500,000 in 1938. 

The first sale of TVA power from 
Wilson Dam at Muscle Shoals led to 
a legal attack that culminated when 
the Supreme Court, Feb. 17, 1936. 
decided that this agency could dis- 
pose of surplus power, even if it had 
to build transmission lines. 

When a number of large cities in 


set 


It 





Then, in the * the valley voted to set up systems 


of their own to distribute TVA 
power, 19 utility companies joined 
in a suit testing legality of the en- 


tire act on which TVA rests. This 
suit ended negotiations for  pur- 
chase by local governments of the 


Knoxville, 
irrounding 


private utility system in 
Tennessee, and the s 
area It also brought an end 
conferences between utility execu- 
tives and the President on a plan 
for a “grid system” for distribution 
of privately generated and publicly 
generated power. 


to 


A three-judge court now has up- 
held unanimously the constitution- 
ality of the Tennessee Valley Au- 
thority Act and the Supreme Court 
has upheld the right of the Public 
Works Administration to make loans 
to communities that want to go into 
the business of generating and dis- 
tributing power 

As a result 
down—except 


the bars now are 
for a final Supreme 
Court decision on constitutionality 
of TVA—to wide distribution of 
power from the dams now built and 
building. 








ing to the purchase by Government 


.@¢ which are to begin March 15, look- 4 


agencies of private distribution 
Systems in and around Knoxville. 
These~ negotiations, if successful, } 


could lay the basis for the purchase 


of other private distribution sys- 
tems in the Tennessee Valley. 

Second, a charge is made by 
Chairman Morgan that the other 


directors of TVA have agreed to sell 
So much power to industries in the 
valley that there will not be enough 
left over to take care of the de- 
mands from the public bodies that 
under the law are supposed to have 
precedence. 

The result that the power 
program of TVA remains in consid- 
erable confusion. 


THE NAVIGATION ANGLE 

The same canont be said for other 
phases of the planning program in 
the Tennessee Valley. 

When Congress created TVA 
act in May, 1938, it directed that the 
Tennessee River be provided with a 
nine-foot channel from the Ohio 
River, at Paducah, Kentucky, to 
Knoxville, Tennessee—a_ distance 
of about 650 miles. The Authority 
also was directed to make provision 
for flood control. Again Chairman 
Morgan's dams play the prominent 
role 


1S 


the 


he series of dams now built and 
building will provide a nine-foot 
channel! on the river for half of its 
length. Norris Dam, on the Clinch 
River, provides a vast reservoir 
from which water is released in dry 
seasons to maintain the river level 
both for navigation and power de- 
velopment and behind which water 
is stored in the flood seasons. 
Figures show that traffic on the 
Tennessee River reached a level of 


TVA’S “GODFATHER” 


Senator Norris, as sponsor of the 
Tennessee Valley Authority, is a key 
figure in the “family quarrel” which 
came to a head with the calling of a 
White House conference. 








activity soon to get special atten- 
tion 

This phase concerns fertilizer de- 
velopment. Congress again specific- 
ally directed TVA to devote atten- 
tion to the development of plant 
foods and to reduce the cost of fer- 
tilizers to farmers. Dr. Harcourt A. 
Morgan took charge of this program 

Dr. 
future problem of civiliz 
be to return phosphorus to the soil 
in order that plants might have a 
supply of this element 
both animals and 


Morgan decided that the basic 
ation would 


constant so 


essential hu- 


to 


nans. Erosion of the soil and con- 
Stant cropping have removed vital 
reserves of phosphorus from the 
land Deposits of content rock 


phosphate necessary to replace the 


+ 


trates by the use of electric fure 
naces. In the last two or three years 
more than 100,000 tons of this new 


fertilizer have been produced and 
have been utilized for demonstra- 
tion purposes on farms in 38 States. 

President Roosevelt is soon to send 
a message to Congress dealing with 
this situation. 

The President is expected to call 
attention to the fact that the pres- 
ence of large quantities of phos- 
phate rock in Idaho and adjoining 
States, coupled with the availabil- 
ity there of huge amounts of electrie 
power from Government dam build- 
ing projects, will enable the de- 
velopment of a large seale fertilizer 
industry in that region, as well ag 
in the Tennessee Valley. 


REGIONAL PLANNING 

The ramifications of TVA extend 
even farther. 

Housing developments have been 
sponsored Valley farmers have 
been educated in the use of soil 
conservation methods. Large num- 
bers of soil erosion dams have been 
built. Reforestation is being carried 
out on a broad scale. Public parks 
are being developed. Experiments 
are being carried on in the use of 
chemicals for national defense. In- 
dustries are being attracted to the 
region by various’ inducements. 
Farmer cooperatives are being or- 
ganized. Mineral resources of the 
region are being studied with a view 
to development. 

The experiment is one of regional 
planning that President Roosevelt 
had expected to carry from the Ten- 
nessee Valley to other regions. 





A detailed account of the 








THE SALE OF ELECTRIC POWER | 2,166,000 tons in 1936 and was con- | reserves now are limited Presidential hearing on the 
Two developments are growing | siderably higher in 1937. Facilities Dr. Harcourt Morgan at Wilson TVA _ controversy will be 
from that situation are being provided for a much Dam developed a process for pro- 
std 5 : ; agen ™ : ° found on page 10. 
First, the ground is laid for ne- larger traffic than that. ducing a concentrated phosphate 
gotiations, preliminary phases of Then there 1s another phase of fertilizer from low grade concen- — 
= = —— 








This week 
1938 FORD V8 


OW that National Used Car 
Exchange Week has reduced 
dealers’ used car stocks, this is an 
opportune time to buy the new 1938 
Ford V-8 you have been wanting. 


There are three excellent reasons for 


acting now. 


First, the ability and desire of your 


Ford dealer to accept additional cars 


in trade — now. 


Second, the fact that spring arrives 
officially next week, and it’s a real 
thrill to meet it with a new car. 

Third, the 1938 Ford V-8 itself. It 
is a great value at its present 


low price—and the value seems 


Ford V-8, even lower in price, is 


even greater when you learn the 
exceptional amount of equipment 
included in the advertised price. 
The big 85-hp. De Luxe Ford V-8 
offers a new standard of luxury at a 


low price. The newly styled Standard 


available with either engine size. 
With the 60-hp. V-8 engine it is 
“Public Economy No. 1” — owners 
are reporting 22 to 27 miles per gallon. 

You are invited to see your Ford 
dealer this week for an appraisal on 
your present car — and a chance to 
drive the Quality Car in the 
Low-:price Field. 














is a ood time to buy a 





FORD V-8 PRICES 
FOR CARS DELIVERED 
TAXES EXTRA 
Standard Ford V-8 (60 hp.) —Coupe, 


IN DETROIT — 





$599; Tudor Sedan, $644; Fordor Sedan, 
$689. Standard Ford V-8 (85 hp.)— 





Coupe, $629; 
Fordor Sedan, $714. 
De Luxe Ford V-8 (85 hp. enly)— 


Tudor Sedan, $669; 








Coupe, $689; 


indicator on 


Tudor Sedan, $729; 
Fordor Sedan, $774; Convertible Coupe, 
$774; Club Coupe, $749; Convertible 
Club Coupe, $804; Phaeton, $824; Con- 
vertible Sedan, $904. 


Both Standard and De Luxe cars come 
equipped with front and rear bumpers and 
bumper guards, spare wheel, tire and tube, 
tire lock, cigar lighter, twin horns, and 
headlight beam 
panel, at no extra charge. 

In addition, De Luxe cars are equipped 
with an extra tail light, windshield wiper, 
sun visor*; also de luxe steering wheel, 
glove compartment lock, clock, and rust- 
less steel wheel bands, at no extra charge. 


* Sun visors in closed models only 


instrument 
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With the Committees: 
Laws in the Making 


appropriations. 
The 
for 


House lavish in 
Plans for a greater Navy. 
Problems of relief. Aid 
American youth. 


like the pro- 
supply bills 
and anti- 
the session’s total so far 
And yet to 
appropriation bills, 


appl opriations grow 


ONGRESS 
annual 


4A verbial snowball 
the House 


Seven 
passed by plus the relief 
grasshopper acts brins 
up to almost foul billions of dollars 
come are half a dozen annua! 
yet out of committee. 








not 
National Defense: 
; y ring } 
Naval Committee Chairman Vin asking the 
House Committee on Rules to expedite the Navy 
authorization bill, testified it would mean $50,- 





, ae en all 
000,000 additional cost over the annual outlay of 
$250,000,000 for pay, subsistence and maintena ce 
of the present fleet 


Senate Naval Committee Ch 








1irman Walsh says 





na on 


make the finai aec 














the President wil isi 

speed of the expansion ana the % te of exp 

ture after the aut ) yecomes 

So far as he knows, he acc is ) - 

tention at present commence extensive naval 

construction. But some naval officers, scenting 
expansion, predict annual val 


large ultimate } ' 
appropriations o! $750,000,000, or $200,000,000 more 


1939 naval ap- 





than the pending record-breaking 
propriation bill 

The minority report of the House Naval Com- 
expansion authorization, 


mittee on the naval 
President blanket 


charges it would give the 
powers to apply an Asiatic interventionist policy 
and that it commits the United States to eventual 
construction of the greatest armada afloat. 

Albert J. Baumler, Trenton, N. J., 24 years old, 
eight months.with the loyalists in 
Spain. first witness in a House Military Affairs 
Committee inquiry into efficiency of the Army 
Air Corps, testified American-trained fliers there 
are superior to fliers of other nations and that 
the American planes operating in Spain are as 
good if not better than any planes of similar 
type from other countries. 


who served 


Unemployment: 

In a parade of witnesses before the Senate 
Special Committee on Unemployment and Relief, 
M. L. Wilson, Under Secretary of Agriculture, said 
vocational and extension programs for youths 


must be expanded, especially for farm youth 

David Lasser, president of the Workers Alliance 
of America, opposed turning relief over to the 
States. Howard Kester, for the Southern Tenant 
Farmers’ Union, declared share-croppers are fac- 
ing a situation graver than since the Civil War. 
He urged vigorous enforcement of peonage laws, 
eliminating women and children from field work, 
a minimum wage system and expanded markets 
for stuthern produce. H. H. Bennett, Chief, Soil 
Corservation Service, Department of Agriculture, 
urged extension of the erosion program to small 
farm owners. 


Youth: 

A half billion dollar program for vocational 
guidance and employment of youths between 16 
and 25 years is proposed in the Lundeen bill to 
aid American youth, on which a Senate Educa- 
tion and Labor Subcommittee held hearings. 

CIO President John L. Lewis, for the bill, said 
it coincided with his organization’s policy to urge 
aid to youth to find a place in industry or finance 
education. Carl Ross, executive secretary of a° 
Young Communist League, reputedly 15,000 
strong, supported the bill. 

Father Vincent Mooney, Washington, 
and Rexford Holmes, secretary-treasurer, Na- 
tional Patriotic Council, were among its op- 
ponents. Father Mooney said the American 
Youth Congress, which most of the spectators 
represented, did not truly represent the youth 
of America. Mr. Holmes charged the bill is 
backed by “sinister forces.” 


a. &. 


Aliens: 

A bill to deny American citizenship to any per- 
son believing in, or affiliated with an organiza- 
tion advocating, a change in the present form 
of government of the United States has been 
favorably reported to the House by its Immi- 
gration Committee. 


Labor: 

House Rules Chairman O'Connor predicts a 
wage-hour bill will pass the House this session. 
About 20 bills for the purpose are before the 
House Labor Committee, which House leaders 
Say may be whipped into a compromise measure 
to report by April 1. 


Railroads: 

Enactment of the Pettengill bill to permit rail- 
Toads to charge lower freight rates per mile for 
long hauls than for short hauls, was advocated 
betore the Senate Interstate Commerce Commit- 
tee by witnesses representing the Chicago Asso- 
ciation of Commerce, the Pennsylvania Railroad, 
the Acme and Inland Steel Companies, the Wheat 
Conservation Conference at St. Paul and others. 
Robert Hula, for the steel companies, pointed out 
it would give equality of opportunity to Mid- 
West steel companies in Pacific Coast and Gulf 
markets. 





Judiciary: 

The Judiciary Committee reported an omnibus 
bill for additional judges in ten States the 
District of Columbia, and other judicial author- 
izations; and a resolution to make April annually 
an anti-cancer campaign month. 


and 


Status of Major Bills 


H. R. 9682, Tax bill; Passed House March 11; Sen- 
ate Finance Committee hearings begin March 14. 

H. R. 8837, Independent Offices annual appropria- 
tions; Senate adopted conference report March 7. 

H. R. 9621, Interior Department annual appropria- 
tions; Passed House March 2. 

H. R. 9361, To maintain Commodity Credit Corpora- 
tion capital at $100,000.000; President signed March 8, 

H. R. 9181, District of Columbia annual appropria- 
tions; Passed House March 7. 





1G GOCITTES3 THGAR + | 





(MOC7SGGIIs TAXES, BUREAU REFORMS, POLITICS: 
THE CAPITOL MIXES LAWS AND ELECTION PLANS 


ACED with unexpectedly stubborn Senate 

resistance to the President’s executive re- 
organization plan and apparent inability to get 
House action on wage-hour legislation, Con- 
gress leaders are beginning to predict adjourn- 
ment of the session without conclusive action 
on these and other controversial major reform 
measures demanded by the White House. Ex- 
pectation is that the President will drop his 
hopes for anti-monopoly legislation at this 
session. 

Sniffing the smoke of battle in the impending 
election campaign, Capitol Hill chieftains and 
rank-and-file members start talking of an early 
adjournment date—not later, they hope, than 
June 15. 

Second week of Senate debate on the plan to 
provide sweeping Presidential powers for ad- 
ministrative reorganization developed stiffen- 
ing Senator Wheeler 


(Dem.), of Montana, was most conspicuous in 
Warning that the measure 


insurgent opposition. 


the week’s attack. 
would confer “dictatorial” powers on the Exec- 
utive, he fought for an amendment to give Con- 
specific 


reject 


gress power to approve or 


executive orders shuffling Federal bureaus and 
agencies around or altering their powers. 


The Montanan charged the bill would give 
the White House power to abolish “991% per 
cent” of any department and wipe out func- 
tions of administrative agencies entirely. Sen- 
ator Glass (Dem.), of Virginia, sarcastically 
asked whether it might not be well “to give the 
President power to abolish Congress.” 


Senator Wheeler assailed 
bureaucrats, that he said would be increased if 
Congress relinquished all its controls. He 
charged the Administration had played politics 
with WPA and that it had become a “scandal” 
in his State. 


“arrogance” of 


The Wheeler assault 


THREATEN ACTION recalled opposition he 
led last year to the Presi- 


TO FORCE A VOTE dent’s Supreme Court 


“packing” project, which several times was re- 
ferred to in the current debate. Majority Leader 
Barkley (Dem.), of Kentucky, and Senator 
Byrnes (Dem.), of South Carolina, in charge of 
the bill, led the defensive campaign, with de- 
nials of the dangers of too much Presidential 
control. Senator Barkley accused the opposi- 
tion of dilatory tactics and threatened to have 
night sessions this week to expedite progress. 
Filibustering intentions were denied by Senator 
Byrd (Dem.), of Virginia. 


BILL'S SUPPORTERS 


Opponents believed they could muster at least 
40 votes against passage. Strategy of both sides 
centered on capturing the votes of wavering 
Senators. 


All week the House battled over the compli- 
cated 319-page tax revision bill, finally pushing 
it to a 294-97 victory. Defeated, 290-94, was a 
Republican effort to send the bill back to the 
Ways and Means Committee for repeal of the 
undistributed profits tax and further modifica- 
tion of the capital gains tax—the two features 
that have been special targets of business criti- 
cism as among causes of the current recession. 


Biggest fight of the week, a foray resulting 
in rout for Administration leadership, was 180- 
124 defeat of the so-called “third basket” levy 
to provide a 20 per cent surtax on closely held 
corporations, having from two to ten stock- 
holders and $75,000 or more income. Put for- 
ward as one of the chief features advocated by 
the President, this section was battered down 
in an assault led by Representative McCormack 
(Dem.), of Massachusetts. 


Vainly Ways and Means Committee Chair- 
man Doughton (Dem.), of North Carolina and 
Subcommittee Chairman Vinson (Dem.), of 
Kentucky, tried to rally majority support with 
Statements that this surtax was especially de- 
sired by the White House. Representative 
Lewis (Dem.), of Maryland, contended the op- 
position was truckling too much to the middle 
Mr. McCormack retorted, amid cheers 
that “the middle class is the 
strength of our society and our Government.” 


class. 
on the floor, 


“Third basket” defeat 


ON LIQUOR ADDED led leaders to move hur- 
ried adjournment and to 


TO REDUCE DEFICIT summon a special strat- 


egy session of Democratic Ways and Means 
Committee members, who reportedly sought 
White House tactical guidance. The commit- 
tee failed to unite on a substitute proposal to 
supply the sacrificed revenue. But next day 
the House backed amendments by Representa- 


SUBSTITUTE LEVY 


+ tive Robertson (Dem.), of Virginia, to add 25 





cents a gallon to the $2 tax on distilled spirits 
and by Representative Thompson (Dem.), of 
Illinois, for an excise of 6 gents a pound on 


imported pork products. Together these were 


expected to yield $35,000,000. 

The House turned a deaf ear to protests by 
Representatives Dirksen (Rep.), of Illinois, and 
Dingell (Dem.), of Michigan, that the increased 
liquor tax would help bring back bootlegging. 

“This talk about bootlegging is meaningless 
because the same boys who were bootlegging 


are now making whiskey legitimately,” con- 





Beyond legislative battles loom the 
1938 battles of the ballots. Restive | 
Congressmen begin hoping fora light- | 
ened White House legislative pro- 
gram and early adjournment assur- 
ances . . . because campaign time 
is “just around the corner.” . . . The | 
Senate stiffens its fight against added | 
Presidential powers . . . but the 
House batters the Administration tax 
bill through to victory. 














ployes and the Federal’ Government to tax 
salaries of State employes. All the women 
members unavailingly got behind a proposed 
amendment by Representative Mary Norton 
(Dem.), of New Jersey, to repeal all taxes on 
cosmetics and toilet articles. (Detailed article 
on tax legislation on page 13.) 


Fiery echoes of the 


STIRS A HEATED TVA squabble crackled 
in the Senate as Senator 


BATTLE IN SENATE Bridges (Rep.), of New 


Hampshire, urged support of the Bridges-King 
resolution for a Congress investigation of TVA. 
Administration leaders and Senator Norris 
(Ind.), of Nebraska, vigorously opposed his de- 
The New Hampshire Senator hinted at 
conditions approximating a “second Teapot 
Dome scandal,” that he said the Administration 
was trying to cover up. 

He alleged that TVA contracts with large 
corporations and power users contained a “hid- 
den joker” for secret rebates amounting to 30 
per cent of the power price. He cited evidence 
of small consumers being denied electric light- 
ing service because they would not yield to 
coercive sales pressure to buy expensive appli- 
ances, such as electric refrigerators and stoves. 
He read excerpts from the Comptroller Gen- 
eral’s Office report charging 10 million dollars 
of irregularities in TVA accounts. 

Majority Leader Barkley and Senators Mc- 


TVA INVESTIGATION 


mands. 








—Harris & Ewing 


SIX LADIES OF CONGRESS ARE WE— 
AND WE HOPE TO BE BACK NEXT YEAR—SEE? 
Y yraronng is probably better reason than rhyme to the above line. The Capitol’s six lady legis- 


lators are all prepared to take to the stump to return to their $10,000-a-year offices. 


From 


left to right: Rep. Caroline O'Day of New York; Rep. Edith Nourse Rogers of Massachusetts; 
Rep. Mary T. Norton of New Jersey; Rep. Nan Honeyman of Oregon; Rep. Virginia E. 
Jenckes of Indiana, and Senator Hattie W. Caraway of Arkansas. 





tended Representative O’Connor (Dem.), of 


New York, 


The roll-call vote on the Robertson amend- 
ment was 290-96 and on the Thompson amend- 
ment, 201-182. 


By a 78-33 vote in committee of the whole, 
the House refused to abandon the principle of 
the undivided surplus tax. It then approved 
modification of the 1936 surplus levy by impos- 
ing a graduated 16 to 20 per cent tax on sur- 
pluses of corporations earning more than $25,- 
000 and 12! to 16 per cent on corporations earn- 
ing less than that amount. 


The move for complete surplus tax repeal, 
“to encourage business,” was led by Representa- 
tive Treadway (Rep.), of Massachusetts. Rep- 
resentative Vinson argued repeal would mean 


’ 


revenue loss of possibly as much as a quarter 
billion. Representative McFarlane (Dem.), of 
Texas, was unsuccessful in an effort to have the 
prevailing surplus tax rates continued. 


Without a record vote, another Treadway 
amendment was rejected, to return to the old 
1214 per cent capital gains tax. Present rates 
had “absolutely dried up capital transactions,” 
he contended. Representative Cooper (Dem.), of 
Tennessee, charged the Massachusetts member 
was “again seeking to reduce the revenues, 
although always talking about the need of bal- 
ancing the budget.” 


After rejecting the President's demand for 
publicity of all corporate incomes of $15,000 and 
over, a compromise was reached to publicize 
incomes beginning at $75,000, (For transcript 
of debate, see Col. 5.) 


Among defeated amendments one by 
Representative Voorhis (Dem.), of California, 


to permit States to tax salaries of Federal em- 


was 


Kellar (Dem.), of Tennessee, Schwellenbach 
(Dem.), of Washington, and Norris hotly re- 
torted with charges of prejudice against Senator 
Bridges. When he cited a TVA item of $4,500 
spent for purchase of a lone jackass, personal 
insinuations were flung pointedly in his direc- 
tion. 


Senator Norris insisted an FTC investigation 
would be fairer than one by Congress. He 
maintained that TVA Chairman Morgan, who 
has demanded investigation of the conduct of 
his two fellow-commissioners, was the victim 
of “the green-eyed monster, jealousy.” Messrs. 
Barkley and Norris suggested the TVA charges 
were being raised to embarrass authorization of 
the $112,000,000 Gilbertsville Dam as part of the 
Tennessee Valley project. (See pages 3 and 10 
for more TVA developments.) 


A_ two - billion - dollar 
PROGRAM CALLS water resources control 
program, as drawn up by 
FOR 2 BILLIONS the National Resources 
Committee, was laid before Congress by the 
President last week as a recommended outline 
for legislation on flood control, power develop- 
ment, irrigation, rivers and harbors work, and 
wild life conservation. Planned on a six-year 
basis it contemplates Federal expenditures of 
$891,091,000 and State and local outlays of more 
than a billion dollars. 


WATER RESOURCES 


After disposing of the tax bill, the House set 
the stage to begin debate this week on the 
President’s billion-dollar naval expansion pro- 
gram, Chairman O’Connor of the Rules Com- 
mittee, in debate on a rule to limit floor con- 
sideration of the bill to 12 hours, charged that 
church leaders had been drawn into a “racket” 
with peace organizations and radicals to oppose 
the Navy increase. 








The House Debates 
Publicity of Incomes 


Compromise set on the $75,000 
level. Marked disagreement with 
wishes of the President. 





S a matter of “public morals and ethics,” says 
President Roosevelt, Government publicity 
should be given all salaries of $15,000 or more 
paid by corporations. But the House disagreed 
with him. The best it would do was to com- 
promise and approve publicity by the Treasury 
for salaries of $75,000 or more First they debated 
and voted down proposals by Representatives 
Boileau (Prog.), of Wisconsin, and McFarlane 
(Dem.), of Texas, to publicize $20,000 and $25,- 
000 salaries, respectively. Excerpts from the de- 
bate: 


WANTS SPOTLIGHT ON WHITE HOUSE 

Mr. HOFFMAN (Rep.), of Allegan, Mich.: Mr. 
Chairman, March 4 at his press conference, the 
President is quoted as saying... “It is a ques- 
tion of public morals”... whether this infor- 
mation should be available to all. ... 

Following the President's line of reasoning, 
why should not the public be advised as to the 
value of the by-products which emanate from 
the Executive office ... the amount of earned 
income which the President receives from other 
sources. ... Are not the people interested in 
knowing whether the statements ... that James 
Roosevelt is reported to have received from the 
insurance agency with which he is connected 
$150,000, and that, according to the magazine 
Time, he is now worth $500,000, earned in the 
last few years, are true?... 

Mr. McFarRtane: I hope you will not take seri- 
ously this propaganda of the National Associa- 
tion of Manufacturers, the Liberty League, the 
United States Chamber of Commerce, and others 
that is apparently sweeping some of you off your 
feet. ... 

This talk about the so-calied crooks profiting 
by finding out the amount of income of certain 
people is all poppycock. It is all baloney. It is 
the propaganda of the wealthy who do not want 
to give any information on their incomes, es- 
pecially information that may leak down to the 
stockholders and the Government in checking 
their income. ...If you do not adopt this amend- 
ment you will be tying the hands of progress...,. 


INCOMES FAR FROM SECRET 

Mr. Buck (Dem.), of Vacaville, Calif.: Mr. 
Chairman, it is not reasonable for any member 
to set up on the floor of this House and say the 
omission of this provision from the revenue bill 
of 1938 will prevent information as to certain 
incomes and salaries becoming public. There 
are other ways that this information can be ob- 
tained than through the Ways and Means Com- 
mittee. Corporation income-tax returns are 
available for inspection by any bona fide share- 
holder of record owning 1 per cent or more of 
the outstanding stock of any corporation.... 
The Securities and Exchange Act of 1934 pro- 
vides for the submission of information concern- 
ing certain incomes and salaries... . 

The office of the chairman of the Ways and 
Means Committee. . . . becomes a nest for pub- 
licity-seeking individuals and snoopers and those 
who want to make up sucker lists.... 

Mr. DovcHTon (Dem.), Chairman of the Ways 
and Means Committee: The newspapers come to 
me to see the report. ... There are dozens of 
them who want access to the information. They 
fill up the committee room and all the time of 
one of my clerks is taken up. If you are going 
to adopt this amendment, you should certainly 
provide some facilities whereby the work can be 
taken care of.... 

(Tellers were ordered ...and there were 
ayes 71—noes 104. So the McFarlane amend- 
ment was rejected.) 


‘A $75,000 SUGGESTION 


Mr. Futter (Dem.), of Eureka Springs, Ark.: 
Mr. Chairman, I have voted for every one of 
these amendments that have been presented for 
publication of salaries. I voted for the Boileau 
amendment of $15,000 and the McFarlane amend- 
ment of $20,000. I think one should have been 
adopted. They have all failed. I have intro- 
duced one to make the amount $75,000 and 


ee 

I tell you gentlemen on the majority side of 
the House that the Chief Executive of this nation 
is just as strong for this measure as for any 
measure that he has ever been for. It is just 
and proper that the amount cf large salaries of 
officials of corporations should be publicly known, 
The public rightfully demands it... . 

Make public the salary these corporate of- 
ficials receive and it will have a wholesome tend- 
dency to protect the suckers who invest in their 
stocks and stop bankruptcy for many of these 
great corporations. ... 


EXAMPLE OF RFC LOANS 

Mr. GirrorD (Rep.), of Cotuit, Mass.: I rise in 
opposition to the amendment. ... I remember 
the dreadful mistake made when the RFC loans 
to the banks were published. ... We have seen 
this so-called pitiless publicity advocated again 
and again, and then gradually abandoned until 
there is really hope for sanity in such matters.... 

Mr. LAMNECK (Dem.), of Columbus, Ohio: I 
notice there are a lot of people around this 
House who want these salaries publicized, but 
they do not want the tax publicized that the 
Government takes from one of these salaries.... 

Mr. Buck: Personally I have no objection to 
publicizing income-tax returns, but, as I told you 
before, they are already available through the 
Securities and Exchange Commission. I do feel 
that the House . . . has placed an undue burden 
upon the Ways and Means Committee in having 
these income-tax returns referred to and pub- 
licized by that committee... . ~ 

Mr. Futter: Mr. Chairman ... we are willing 
to accept the amendment of the gentleman from 
California [Mr. Buck] to have the Treasury 
make this list public instead of the Ways and 
Means Committee. 

(Note: House action is not final as the 
Senate has yet to act on the tar bill.) 
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TEEL, America’s greatest manu- 
W facturing industry, supplies what 
is perhaps the outstanding example 
of profitable vesearch. And in this 
case the discovery which 
from the search for greater effi- 
ciency pays dividends not only to the 
steel manufacturers but to all indus- 
try. 

At the beginning of this century 
one of the principal steel companies 
was conducting a long and expen- 
sive series cf experiments. Finally, 
just when it seemed that the re- 
search had failed, the experimenters 
made the discovery they were look- 
ing for. 

The product wnich was developed 


resulted | 


as a result of those experiments— | 


high-speed tool steel—since 1900 has 
“so changed the industrial picture in 
this country,” points out a National 
Resources Committee Report, “that 
the efficiency of all industries un- 
derwent an estimated increase of 
some 15 per cent. 

“In other words, the increased 
productivity of all industries, due to 
the introduction of high-speed tool 
steel amounted to about eight bil- 
lion dollars a year. All this was ac- 
complished by the utilization of 
about twenty million dollars’ worth 
of these special steels per year plus, 
of course, the required additional in- 
vestments in new machines.” 


WAGES UP; PRICES DOWN 

The search after efficiency has 
continued with the result that the 
industry has been able to provide a 


better quality steel without, how- 
ever, a corresponding increase in 
price. 


As is shown in the pictogram on 
this page, hourly wage rates and the 
cost of raw materials used in mak- 
ing steel has gone up much more 
than the price of steel. The com- 
parison is based on figures of the 


American Iron and Steel Institute. | 


Among the outstanding instances 
where the increase in quality has 
not been reflected in an increase in 
price are sheet steel for making 
such products as automobile fenders 
and washing machine tubs, and al- 
loy steel bars for making transmis- 
sion gears. 

Automobile fender stock has been 
so greatly improved in the last 15 
years that while one forming op- 
eration now produces the one-piece 
torpedo-type fender which distin- 
guishes the recent model automo- 
biles, it would have been practically 
impossible 15 years ago to produce 
such a fender from one piece of 
steel. 

But the price of sheet steel for 
fenders in 1937 was 46 per cent less 
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than in 1923 and 29 per cent below 
the 1929 price. 

Improvements In the methods of 
manufacturing steel, enabling 
production of a much more uniform 
product, have made it possible in 
many cases to substitute plain car- 
bon steels and the “new allov” steels 
for many of the expensive high- 
alloy steels. Furthermore, the new 
steels average sc much stronger 
than the old carbon steels manu- 
factured during the ’20’s that struc- 
tures, freight cars and truck bodies 
can be made 25 to 40 per cent 
lighter than formerly. 


125 STEELS IN AN AUTO 


An automobile of today with it: 
all-steel body contains as many as 
125 different kinds of steel yet it 
weighs less than one-half as much 
as the automobile of 20 years ago. 

It is only because of the improve- 
ment in the quality of steel that 
manufacture of modern high-speed 
motors is possible. Gears, camshafts 
and various other parts of the mod- 
ern automobile must be made of 
steels of a quality that was abso- 
lutely unobtainable, even at unlim- 
ited cost, a century ago. 

Another improvement in steel is 
in the production of steel which is 

much more rust resistant than was 


the 


the steel made a half century ago. 
The average life of steel manufac- 
tured today, according to the Ameri- 
can Iron and Steel Institute, 33 
years as compared with 15 ye in 
1886, or an increase in durability of 
120 per cent. 


NEW ALLOYS DEVELOPED 

Still anocher field of progress has 
been in the development of new al- 
loys. 

It was not many years ago, for ex- 
ample, that stainless steel was a 
noveliy product, pioneered in Ger- 
many and England, and made in the 
laboratory for cigarette 
other Nowadays, 


ls 


u's 





cases and 
trinkets. Ameri- 
can production methods make such 
steel available not only for 
of ornamental purposes, such as the 
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+ Higher Railway Rates: 


Hints of a Wage Cut 
To Meet Carriers’ 
Financial Needs 


HE Interstate Commerce 

mission finally has agreed to the 
plea of the railroads that they be 
permitted to charge higher freight 
rates. But the levels set are so much 
below what was asked that the rail 
left doubtful whether 


Com- 


Are They High Eno 


ugh? 


* gan conferences in Washington and ¢ last year after prolonged negotia- 


| the first result was the announce- tions 
ment, March 11, that the directors A 


of the Association of American Rail- pointed out that employe 


statement 


roads recommended to member a 10 per cent reduction i: 
roads to ask the railroad brother- asserted carloadings this 
hoods to accept a general wage re- even lower than they were 





duction. The railroads must fil 
The proposal will be submitted to | creased tariff rates by Ju 
the 140 Class I lines in Chicago next ’ 
Friday. It was not disclosed how 
‘large a wage cut will be asked from 


the brotherhoods. The brotherhoods 


The decision of 


in part by Commissioner 


from the rail officials 


S accepted 
1 1932 and 
year are 
that year, 

the 
ly 31 next, 


in- 


to take effect 10 days after filing. 
the Commission 
Was unanimous save for the dissent 


Charles D. 



































officials are 
the desired goal of balanced income | received a 6 per cent wage increase, | Mahaffie, who held that the in- 
and outgo can successfully be | totalling avout $134,000,000 annually, | creases allowed were not sufficient. 
achieved — 
HOURLY The railroads asked a 15 per cent , 
horizontal increase in freight rates 
and an increase in passenger rates | 
WAGE RATE from two to two a a half cents FROM CHICAGO To aM pas 
‘ a mile on Eastern roads. 
The Commission allowed, in its OR THE TWIN CITIES 
@) order issued March 8, a 10 per cent | 
increase in freight rates as a maxi- | 
oO mum and included in that must be 
any increases allowed in 1937 and ( 
excluded is any increase at all in lo 
INCREASE bituminous coal and iron ore. 2 
: The Commission deferred any ac- 
se tion on the plea for increased pas- | THE ! ay 
senger rates id Hos 
The railways say their traffic rate . 4 Mh / 
experts declare the Commission’s YP 23a 
s : : & order boils down to an average net yy y 
nf = - Ore seta increase of only 5.3 per cent over 4 The Denver Zephyrs Overnight every night 
existing rates. NO EXTRA / —most popular Chicago-Denver streamline 
ing more money for research than | “The increase,” says President J. FARE A ae maak at ee ee ee 
ever before. Thus, in 1937 $10,000,- , J: Pelley of the American Associa- ‘ accommodation, including roomier Pullman 
000 was spent for research or one- tion of Railroads, “is estimated at sleepers. Leave Chicago 5:30 pm. In Denver 
fifth more than in the 1929, points | 5-3 per cent, or approximately $175,- | ye > = tye A a sea No route as 
out the American Iron and Steel In- | 900,000, on the basis of the traffic —" ene ae ae Sa 
stitute. that moved in 1936. That is one- | Wien Deen Saenyse Lewes Colenen utes dolly 
= . Cc . ° ? Ss ° <=> 
And more care is being used in third of he amount asked by the | 7 hours to siusaniacener heanate Mississ- 
applying this research to manufac- railroads ippi River route ‘Where Nature smiles 300 miles.” 
turing methods. New and better | WAGE CUTS MAY FOLLOW aide mose Biosel- powered, air- 
y + Ie n trallin ; ¢w ry 2 conditioned wonder trains. io vid 
methods of controlling the quality “The requested 15 per cent in- chencetieds aman aeenen, onal conden, 
of steel are being developed. New crease,” the Commission held, “is diner, cocktail lounge, hostess service and radio, 
and better alloys are being manu- | more than is reasonably necessary Fleet of Fine Steam Trains, too. Daily to 
factured. And, a3 a consequence, all | and would be such a deterrent to Omaha— Lincoln — Denver —St. Paul — Minne- 
industry benefits. traffic as to stifle movement. The apolis—Pacific Northwest—St. Joseph and 
As the president of one of the | lesser percentage of increase, aa 
largest steel companies has ex- | coupled with increases already ap- 309 Wbhodward Bldg. 
pressed it: proved as reasonable, will compen- ™ Phone: Watloeak 2335 
“Our modern economic life could sate for added costs shown and will 7 Z } : 
not exist if it depended upon the better insure normal flow of traffic. WAY OF THE ep DI rs 
kind of steel available 10 years ago.” ! Railroad officials immediately be- 
= = ——"9 


trim on autos, but for both con- 
struction and industrial purposes. 

Quantities of milk are daily tran 
ported and kept free from contami- 


S- 


nation in stainless steel tank- 
equipped railroad cars and motor 
trucks. Many other examples might 


be cited of the use of alloy steels in 
industry and commerce. 

Railroads, by using stainless steel 
have been able to build new stream- 
lined trains weighing only one-third 
as much as Standard trains of com- 
parable capacity. 


Today the steel industry is spend- 
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the Weste 
tionship © 
of this problem: 


of lower prices. 

Thus Western Electric contributes its part in making Bell 
telephone service economical, and justifies its place in the Bell 
System as in the public interest. 


Western Eleciric 


BELL SYSTEM SERVICE 


; esting 
ne inter 
ffers Oo 


» » » 


IS BASED ON 


the desirability 
nomic struc: 
to me that 


solution 


aeoowr" 


n the Public Interest 


If a business did not need to seek or promote its market, 


If its customers were fellow members in the same corporate 


If their orders were consolidated so that economical pro- 
duction could be achieved, 
Then—manufacturing could be conducted most efficiently and 
sales made without selling expense and without credit loss. 


That exactly describes Western Electric’s position in the 
Bell System, and the economies resulting from this arrange- 
ment are passed along to the telephone companies in the form 


WESTERN ELECTRIC QUALITY 
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A* YOUR FRIENDS, ask your 
neighbors, what they think of 
this 38 Buick, and they’ll give it to 
you quick in six little words: 

“Tt’s a honey for the money!” 
That’s praise all right—but praise 
that still doesn’t do this great car 
full justice! 


power that’s smooth, willing, brilliant. 


Here’s a car, too, with an utterly 
different kind of ride. A ride that 
gentles every jar and jolt. A ride 
that’s safer in nasty going, that gives 
sureness to control, that cuts down 
upkeep and makes rear tires last 
longer. 





For here’s a traveler that would 
be a buy even if you had to pay 
a premium to get it! 

It’s a car with power like no 
other. Power literally born of 
the hurricane — power that 
makes gasoline deliver more— 





NEW TORQUE-FREE SPRINGING... gentles 
every jar and jolt... reduces skid- 
risks. ,. makes rear tires last longer. 






















. Ly 
fg 


Ter bay Ee 


NEW DYNAFLASH ENGINE. . . puts cyclones 
at your service...nearly 10% more 
power from the same rationing of fuel. 


















WANT TO TRADE YOUR OLD CAR? 


SEE YOUR NEAREST BUICK DEALER 


A Genera Motors Vatue 
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And here’s a car that in addition 
sparkles with features as a Christ- 
mas tree sparkles with ornaments. 


New quiet, from “silent zone” body 
mounting. New comfort, from deep, 
broad comfort-angled seats. New 
pride of possession, from style hailed 
as the smartest of the year. 


Yet big and satisfying as this beau- 
tiful Buick is, a little money buys 
it! No more than you'll pay for 
some sixes. Less than for any other 
eight of its size. 


So there’s no longer any reason for 
not stepping up to the kind of car 
you’ve always wanted. 


Go now and get the details from the 
nearest Buick dealer—see the car 
that folks just won’t do without. 


WHEN ites 
getter nut? guick 
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NO DANGER EN? 

YOU SHOULD SEE 
WHAT'S BELOW 
THE SURFACE / 
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Editorial Comment, 
Pro and Con, on: 


1. The Plan For a Bigger Navy 


2. Value of Dirigibles 


3. Federal Aid to Schools 


goog for a bigger navy have the sup- 
f port of 58 per cent of commenting news- 


42 per cent either take the position that 


papers, 
States isnot involved in foreign trou- 


the United 


bles sufficiently to justify an armament race or 
believe that the building program proposed 


of much value should a 





would be too slow to be 
ld crisis develop 
ditors arguing for a bigger navy take the 
that such enlargement is needed for 


position 
the proper defense of this country and its pos- 
and to insure peace. They disclaim any 
to police the world. 


sessions, 
intention of trying 


The need for preparedness is stressed highly 
by some editors who see in the present world 
tension a grave danger to the peace of the world. 


zue that rivalry in 





On the other side, editors ar 
armaments may more easily lead to war than to 
peace 


Lighter-than-air Craft 


three million dollars by the 
Affairs Committee for experi- 
ments with a new dirigible is criticised by 86 per 
cent of commenting newspapers, as a waste of 
money the disastrous experience had 
with this type of aircraft. The committee is up- 
held by 14 per cent, which argue that further 
knowledge should be obtained before discarding 
a method of air transportation which may ulti- 
mately be successful. 

Support for the committee's plan is accompa- 
nied by the advice that if the experiments are 
undertaken, an attempt should be made to de- 


SATION of 


— 
£% House Naval 


in view of 


velop an American type of dirigible. 
Opposit 


ion arguments review the losses that 









WOULDNT IT 

HELP IF HE'D 

PULL IN HIS NECK 
A LITTLE! 















t Manning in the 
I’m Measuring Him for a New Suit of Armor 


Schenectady Gazette 





have been 


this and other countries, 
should be spent for 


sustained by 
maintain that no more 
craft. 





ter-than-air 
ooJection to diverting funds from proj- 
public has confidence 

1 Has no background of achievement. 





to one 





Subsidies For Education 


HE proposed expanded program of federal 


grants to States for aid to schools meets 
with objection in 78 per cent of commenting 
newspapers; 1s commended by 22 per cent 
The subsidies recommended by the President’s 
Advisory Committee on Education would be dis- 
tributed on the basis of need, the poorer States 


being helped the most. That feature commends 
the plan to the minority who argue that only 
thus can children in poorer regions receive equal 
educational opportunities. 
Opposition to such subsidies 
hostility io further centralization of power in 
Washington, especially in the educational field. 
Conviction is voiced that local schools should be 
free of bureaucratic control: that a State should 
eare for its own children. As against that argu- 
ment other editors argue that a child should 
not be penalized for being born in a less prosper- 
ous region; and that some States could not raise 
revenue enough to meet the scale of schooling 
proposed by the President's Adviso y Committee. 


ls based mostly on 
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HOW THE EDITORS VIEW THE CLASH IN THE TVA 


7 7 ae 
ONYGAT i = 
New: SCT CT Lin) & MN | fan moses 4 
4 | PRIVATE UULITY \/ 
. : RATE € ji 
| ISSENSION in the directorate of the Ten- 4 i\wensuReD? / aC 


nessee Valley Authority leads 69 per cent 
of commenting newspapers to the conclusion 
that there should be an open Congress investi- 
gation to determine the future of this great 
To 31 per cent the trouble 
personal clashes between the 


national enterprise. 
is due simply to 
three directors. 
The larger 
Morg chairman of 


thur E, an, 


David E. Lilienthal and Dr. 


gan, 


chase, arguing that any public ownership project 
should be approved publicly before it is under- 


taken. 


The editors in the minority group take the 
ground no general investigation is needed, that 
the directorate could better 


the dissension in 


be remedied by personal compromise or, 
that, by a reorganization of the directorate. ear 


AN OPEN INQUIRY 
IS DEEMED NEEDED 
TO DISCLOSE FACTS 
News (Rep.). 


public 
the 


certain,” 


“One 
Pueblo 


thing seems 


out somehow. A Senate 


claim are wrong.” 


“Unless the admitted differences between the 
board members can be smoothed out and proved 
asserts the Scranton (Pa.) Times 
“some or all of them should be asked to 
resign or be summarily removed. Action of the 
President, regardless of what it may be, is not | 
likely to stop a congressional inquiry. 


unfounded,” 
(Dem.), 


“Congress 


group of editors support Dr. 
the TVA, 
show scant enthusiasm for the plan of Directors 
Harcourt A. Mor- 
to enlarge the scope of the TVA by pur- 


review,” 
Buffalo 
“One may not agree with Dr. 
Morgan’s views on public ownership in the 
electric power field, but one must respect the 
sincerity of the man and his honesty.” 

contends 
(Colo.) Star-Journal (Ind.), “and that 
is that the commission has to be straightened 
investigation would 
enable those opposed to the TVA plan to bring 
into the open many of the things which they 
have not been able to uncover and which they 


ought to 
bring out all the facts for | 












Ar- 
and 





failing 








on 
CONFERENGE ' 


refuses 








Brown for 





the 


Scmathinate selhecatione to the Yardstick 


New York Tribune, Inc 








declares 
Evening 


that 


the 


THE BERRY MARBLE 
CLAIMS; ITS EFFECT 
ON PRESENT ISSUE 


man Morgan resign. 


Observing that about half a billion dollars has 
been spent on the enterprise, 
Post-Gazette (Rep.) charges that 
counting is being made.” 

The Richmond News-Leader (Dem.) holds 
“it is best to have the whole administration 
of TVA subjected to an open investigation by a 
special Congressional committee.” 


Ca 


Times 
E. 
court A. Morgan submitted to President Roose- 
velt their memorandum suggesting that Chair- 
Mr. 
that memorandum for publication after Chair- 
man Morgan had attacked the other two TVA 
Directors ip a statement in which the Chairman 
discussed at length and in considerable detail 
the Berry marble case which he later described 
as ‘an effort at a deliberate, 


the Pittsburgh 
“no proper ac- 


re- 


“On 


lls 


January 18,” 
the Chattanooga 
(Dem.), “David 
Lilienthal and Har- 
The 


Roosevelt released steal’ 


(Dem.), 


o” 


bare-faced steal. 


* “Public 
| Morgan in his demand that the lid be lifted, 
declares the Akron Beacon Journal (Ind.) 
is regrettable that Senator Norris is opposing 
such an inquiry because TVA is a pet of his.” 

“Dr. Morgan accuses his associates of seeking 
1 to compromise a claim subsequently held worth- 
less by a federal commission, and against which 
he had steadfastly contended,” 
“He talks publicly of ‘evasion, in- 
trigue and sharp strategy’ in the power program 
and the fertilizer and agricultural program. He 


land News. 


to 
undaunted by the fact that President Roosevelt 
inferentially has made common cause with his 
opponents.” 

“The circumstances,” 
Salem Journal (Dem.), 
that Messrs. 
threw out the anouncement anent the readiness 
of the Authority to purchase power plants in 
the effort to divert public attention from the 
very real and earnest quarrel that is now raging. 


HARMONY IN VIEWS 
1S MOST ESSENTIAL, 
SAYS ONE CRITIC 


with harmony among men of the highest integ- 
rity and ability. ... Three heads are not better 
than one when they are at loggerheads.” 
Senator Norris is quoted by the Roanoke (Va.) 
Times (Dem.), as commenting on the 
jealousy” of Chairman Arthur E. Morgan, and 
stating that he “went beyond reason’ 
with the other directors. 
that “if what Senator Norris said contains an 
element of truth, there should be found a way 
to relieve the jealous gentleman of his post.” 
Wheeling 
(Dem.) holds that 
are not conducive to confidence 


sentiment 


will support Chairman 


“it 


says the Cleve- 


resign under pressure and is 


contends the Winston- 
“suggest the possibility 
Lilienthal and Harcourt Morgan 


“Clashes of tempera- 
advises the Lou- 
Courier - Journal 
“often interfere 


ments,” 
isville 


(Dem.), 


“intense 


* in his feud 
The Times suggests 


News-Register 
‘bare-faced 
in the 


(W. Va.) 
“such terms as 


Government's undertaking.” 

“All of Dr. Morgan's present contentions,” 
thinks the Fort Worth (Tex.) Star-Telegram 
“must be tempered by realization he 
suffers the irritation of a minority status out- 
voted on most points of TVA administration.” 
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LETTERS OF COMMENT BY READERS OF THE UNITED STATES NEWS 





Editor’s Note: Letters of com- 
ment and suggestion are invited. 
Those not intended for publication, 
and those to which writers desire to 
have only their initials attached 1 
published, should be so marked, 
Even if initials only are to be print- 
ed, letters must be signed and ad- 
dress given. 

Mr. Ickes’ Broadcast to Britain 

Sir:—Mr. Ickes in his epistle to the 
British while gratuitously attacking the 
forms of government of certain foreign 
countries makes flattering obeisance to 
the social legislation of Great Britain 
and certain other countries and is hum- 
bly apologetic about the shortcomings of 
America in this respect. 

One wonders whether this amazing 
self-authorized (?) bulletin to the world 
will be followed by a great exodus of 
Americans to those lands where laborers 
are paid a fraction of the wages de- 
manded by American workmen, and 
where such luxuries as cars and radios 
are caviare to the general. 

It would be logical for the exodus to 
include Mr. Ickes, as he is convinced 
that we were doomed to “rapid dissolu- 


tion” but for the divine wisdom of the 
New Deal, and said divine wisdom after 
five ruinously expensive alphabetical 


years begins to look decidedly frayed at 
the edges ADAM KING. 
Chicago, Ill. 

x * * 
Higher Prices vs. Higher Wages 

Sir:—Remember the dark days of 
February and March, 1933? Do you 
think conditions look any brighter five 
years later? 

If we must have unions to control our 
wages, why can we not have legislation 
to control prices? When our employer 
gives us a raise in wages, up goes the 
rent and prices of clothing and food go 
far beyond what our pay raises amounted 
to. J. B. KELLER. 
Canton, Ohio. 

x * 
Taxes That Hold Down Salaries 

Sir:—The Government's plan to pro- 
vide an easy purchase of homes is a 
good plan, but to thousands of young 
married men like myself it is no good. 
Reason being that with all the taxes im- 
posed on business, my employer cannot 
afford to pay the wages he would like to. 

If I were getting a good salary I could 
afford to contract for a five or six room 
home for my family, and 
of my friends. I am of the opinion that 


so could many 








if business could be freed from many of 
their present taxes, business men could 
find the money to go out after the busi- 
ness that is waiting for salesmen to come 
and get it, and then wages could be 
raised and we young men could buy 
homes of our own. HAROLD PILLAR. 
South Bend, Ind. 
3: <= 


Has Machinery Made More Jobs? 
Sir:—Your Question of the Week: 
“Has social security tax on pay rolls 
caused machinery to displace labor?” 
merely perpetuates confusion. ... There 
is absolutely no proof in employment 
Statistics that machinery has caused 
fewer jobs. It has caused temporary dis- 
placements. It has caused instability in 
employment. It has not lessened jobs. 
It has increased them. Or at least there 
has been an increase in jobs contem- 
poraneous with mechanical improve- 
ments, in relation to the total popula- 
tion. What further proof do you want? 
Salisbury, N. C. A. P. STRETTON 
oe = = 


United Group Action for Recovery 


Sir:—Congratulations on the Feb. 21 
editorial, “Why Wait for Mr. Roosevelt.” 
- » » Your suggestion for the various 


groups to get together and formulate rules 
and regulations for their guidance and 
then present them to Congress to be en- 
acted into laws is an excellent gesture 
for democracy, and it cannot be im- 
proved upon D. J. BARON. 


Los Angeles, Calif. 
e+ &¢ @ 
“Remove the Obstruction” 
Sir:—It seems to have taken Mr. 


Bernard Baruch to shake up Washing- 
ton and particularly New Dealers, with 
regard to the conduct of his close friend, 
Franklin Delano Roosevelt. Possibly if 


Mr. Baruch would gather sufficient 
number of recruits, the results would 
justify impeachment and thus remove 


the obstruction which is blocking the 
road of progress. ROBT. N. CARSON. 
Davenport, Iowa. 

x kw 
“The New Deal Will Win” 


Sir:—Roosevelt is trying his best to 
Straighten up our American system. The 
New Deal will win, not because it is cor- 
rect but because it is trying its best. ... 

Just now we have two bad 
ences: First, the good-for-nothing 
unions at the bottom. and 
man at the top who has no conscience 


interter- 
labor 


second, the 


- 











as to the amount of wealth he can ac- 
cumulate without any effort. But the 
American people will solve the difficulty 
in the American way. J. W. WINZELER. 
Peoria, Ill. 

x~* * 


Executive Leadership 

Sir:—In behalf of Roosevelt and 
“New Deal Democracy” I suggest 
following constitutional amendment: 

“The Chief Executive of the United 
States shall be also Chief Legislative and 
Chief Judicial officer of the United States 
with power of veto over the Supreme 
Court, as well as over Congress; and 
his veto shall be final.” 

Every pauper, tramp and labor racke- 
teer will support the proposed amend- 
ment; and Roosevelt's dream of being 
the master of the people, instead of 
Cleveland's contention that the’ Presi- 
dent is only the servant of the people, 
will be a reality. Cc. B. STUART. 
Oldtown, Ky. 


the 
the 


x~* * 


Putting Congress on Top 

Sir:—I am for an amendment to the 
Constitution, thus amending Article II: 
“The Executive power shall be vested in 
a President of the United States, to serve 


during the will of Congress, and, to- 
gether with the Vice President, chosen 
for the same term, be elected by the 


Congress of the United States in joint 
session.” . 

Our method of selecting the President 
by political parties has become a farce, 
and our electors have simply become rub- 
ber stamps of those who control political 
parties. ... 

Political patronage has become a men- 
ace to democratic government, and our 
Presidents have used it to perpetuate 
themselves and their political friends in 
office. Our Presidents have declared 
more laws unconstitutional by refusal and 
neglect to execute the will of Congress 
than the Supreme Court has... . 

Under this plan Congress could com- 
pel the President to execute the laws 
and it would relieve Congress from the 
whip of political patronage. 

ANDREW N. HILDEBRAND. 
South Bend, Ind. 
:-.2 ¢ 
Rotation in Office 

Sir:—Have found a way to end depres- 
sion and provide the “more abundant 
life” for all: Turn out all Federal, State 
and city employes and put the other 
half of the unemployed and underpaid 








$10,000 James 
every month. 


on the job. And take the 


Roosevelt job and revolve it 


One family could live one year on his 
one month's pay. L. M. LEWIS. 
Minneapolis, Minn 

x * * 


Opposes War-time Control Bill 

Sir:—President Roosevelt chosen 
to label Japan a dictator nation. Yet I 
read in the newspapers that members of 
the Japanese Diet are in open rebellion 
against a proposed war measure that 
would clamp an economic dictatorship 
on Japan. 

A somewhat similar 
discussion right now in our 
gress. It is being peddled 
highly moral “reform” for taking the 
profits out of war. But, actually, it 
would turn our Government into a totali- 


h 
nas 


measure is under 
own Con- 
here as a 


tarian state overnight immediately on 
the outbreak of any war. ANNE SHAW. 
Manhattan, N. Y. 


x * 


Against the Surplus Tax 

Sir:—In your issue of Feb. 28, is a let- 
ter signed “H. N., Wilmington, Del.,” and 
headed, “Defense of the Surplus Tax,” 
in which he says corporations that want 
to avoid the tax pay out dividends to in- 
dividuals and those who favor the re- 
peal of this tax “fail to realize that the 
recipients of these dividends who do not 
need them for living necessities are 
tempted to reinvest and increase their 
shares” and that the “monies paid out 
in dividends are less apt to freeze than 
if retained by the corporation,” etc. 

It is easy to see that this individual 
is well schooled in the “New Deal” line 
of thinking. ... Of course, these monies, 
over and above necessities, would not be 
frozen, as the individual in most cases 
would spend them, not for additional 
shares, but for extravagances, and have 
nothing left for a rainy day. ... The 
corporation should have been allowed, 
without excessive taxation, to hold back 
surplus for lean years to distribute to 
stockholders and to enable the corpora- 
tion to withstand these years of losses. 
There is nothing to be gained by the 
corporation, other than to keep it on a 
sound business basis, and if they made 
a lot of money one year and paid it 
all out and lost a lot of money next 
year, with nothing to rely on, where 
would their stockholders be and where 
would the corporation be? w. am Te 
Wilmington, Del. 
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Cartoonist Talburt for the Scripps-Howard Newspapers 


Hot Dawg! 


What the Editors 
Are Saying About: 


1. The New Tax Bill 





2. Hungarian War Debts 


3. Reciprocal Trade Agreements 





tax bill, reported by the Ways and 

Means Committee of the Federal House of 
Representatives, has few friends among com- 
menting newspapers. Retention of the undis- 
tributed profits tax “in principle” is assailed as a 
continuing offense to the business world, and 
the refusal to repeal that section is styled by 
many editors as a “face saving” gesture. 

Nearly all newspapers commenting are con- 
vinced that, although the House proceedings have 
shown some hostility to the tax bill, it will have 
more serious opposition in the Senate 

A point which is widely emphasized by many 
editors is that Administration legislators, who 
maintain that the profits tax should not be elimi- 


\ new 


nated, admit that it “has worked badly in prace 
tice.” 
The tax on “closely-held’ corporations, con< 


fined to those whose annua! net income exceeds 
$75,000, is styled by nearly all commentators as 
‘discriminatory.” That provision was eliminated 
in the House. 





Hungary's Offer to Pay 


| Pigpreesenhniis newspapers divide equally on 
4 Hungary’s offer to pay off its war debt to the 
United States, provided interest charges are can= 
celled and payments already made as interest, 
be credited on the principal. 

Chief argument for acceptance of the offer is 
that it would lessen the friction over war debts 

















Cartoonist Loring in the Providence Bulletin 
You Don’t Throw a Guy an Anchor When 
He Is Drowning 





and would create a better world feeling. Chief 
objection is that such concession to Hungary 
would form a precedent in dealing with other 
nations. 

In general those editors who would accept the 
offer contend that in any case the chief cone 
sideration should be the salvaging of something, 
instead of permitting the whole matter to drag 
along for years, without any prospect of collec- 
tion. To clear away the debt problem, they argue, 
would be a tremendous advance in promotion of 
world amity. 





Tariffs and the Shoe Industry 


‘HE TRADE agreement just reached between 

this country and Czechoslovakia is accepted 

by 62 per cent of commenting newspapers as 

beneficial to the nation’s foreign trade but to 

38 per cent it would appear that concessions 

granted will be harmful to the American shoe 
industry. 

In support of the agreement, one argument 
advanced is that the American shoe industry is 
safeguarded by a provision that the tariffs 
against imports will be raised should imports 
threaten the domestic output; another argument 
is that such an agreement allowing Czechoslo- 
vakia to import shoes naturally widens the mare 
ket there for American imports. 

In opposition some editors declare that the 
weakening of the tariff walls necessarily will 
impair the domestic shoe market, because, they, 
Say, the wage and cost differentials vary so 
widely in the two countries. 
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+ The labov Week 


Kewsgram * Men vs. Machines: 
Easing the Change for Labor 








NLRB faces the problem of workers displaced by machines 
—and gives an answer. Results: Higher pay for each work- 
man retained, larger production for the manufacturer. 
Meanwhile, the ‘nation’s general wage level remains firm 
despite the recent slump in employment, and the A. F. of L. 
reports a slight upturn in members employed. How labor is 
faring is told in the following article. 








HE replacement of workers through the introduction of machine 
methods is a process so continuously in operation that it might 


be described as a permanent factor in industry. 


Yet no generally 


applicable method has been worked out to mitigate the hardships 
imposed by the process upon workers whose skill is thus made 


obsolete. 


One attack upon this problem which may have wide influence by 


force of example was revealed recently in an arbitration award 
made by the Conciliation Service of the Department of Labor. 

The settling of the dispute leading eventually to the award was in 
Tampa, Fla., where the cigar industry is now shifting from hand 


manufacture to machine manufacture. 


The pressure of competi- 


tion in northern centers compelled + 


the change, the desirability of 
which was conceded by unionized 
workers. The union, however, in- 
sisted that the change should be 
brought about in a manner equitable 
to its members. 

Last June a strike took place 
among the cigar workers in the city, 
the result of which was a contract 
under which preference should be 
given to union members in hiring 
and lay-offs. The contract provided 
also that disputes be referred for 





when discharge or 
necessary; 
charge or lay-off. 

x* * * 


Wage Structure Firm; 
| Rise in Employment 
FEATURE 


of the present 


lay-off becomes 
(d) in rehiring after dis- 


busi- 


f ness recession as it affects labor 


small amount 
rates. 


and workers 


is the relatively 
cutting in wage 
been shortened 


—Harris & Ewing 

UST before taking the stand at a Senate Civil Liberties Commit- 

tee hearing at which he declared he had destroyed records con- 

cerning payment of about 500 special deputies sworn in during the 

“little steel” strike last summer because the “emergency” was over, 

Mayor Daniel J. Shields (left), of Johnstown, Pa., held a last- 
minute talk with his counsel, Samuel A. King. 


of 
Hours have 
have 








arbitrament to the Department of 
Labor. In January two disputes had 
reached the stage at which the De- 
partment was asked to arbitrate. 


THE PROBLEMS AND AWARDS 

Two questions were there pre- 
sented: 

One concerned the wages that 
should be paid machine operators. 
The other was the interpretation of 
the contract which called for pref- 
erential hiring of union members, 
yet made the employers the final 
judges of the efficiency and ability 
of the workers to be employed or 
retained in employment. 

After hearings and investigation, 
the award set wages for work on 
different types of cigars which were 
at least as high as the wages paid 
for corresponding work by manu- 
facturers in the North. In other 
words, no differential as between 
North and South was permitted. 

Furthermore, the wages paid for 
machine work, it was decided, should 
be such that the minimum would 
equal the average paid weekly for 
hand work. Thus while the en- 
larged output would aid the manu- 
facturer, the wages paid each 
worker retained would be higher 
than the wages he could earn by 
making cigars by hand. 


THE PREFERENTIAL CLAUSE 

The preferential shop clause in the 
contract was designed to protect 
union members in the anticipated 
reduction of working force. The 
employer had contended that the 
provision was contrary to the terms 
of the National Labor Relations Act, 
since the employer would, in carry- 
ing it out, be putting pressure on 
employees to join the union, and 
employer coercion is banned by the 
law. 

The arbitrator ruled that this | 
agreement was untenable since the 
purpose of the law is to protect em- 
ployers in their right of self-or- 
ganization. Closed-shop agreements, 
it was pointed out, are specifically 
legalized under the statute. He 
concluded that the agreement clause 
giving preference to union members 
means that members are to be given 
preference (a) in employment 
when new help is hired; (b) in em- 
ployment within the factories; (c) 


to 





been laid off, but the wage structure 
tself has been little changed. 
Support for this conclusion is 
found in the statement of the Bu- 
reau of Labor Statistics, reporting on 
employment and pay rolls for Jan- 
uary. 

Despite a drop of almost 10 points 
in pay rolls (wage payments) of 23,- 
000 reporting establishments, the Bu- 
reau stated that only 79 employers 
had announced reduction in wage 
rates while 100 announced increases. 

The following table 
figures, representing percentage of 
1923-1925 levels, for factory employ- 
ment and pay rolls as these stood in 


shows index 


Jan., 1938; Dec., 1937; and Jan., 1937. 
EMPLOYMENT 

; 1938 1937 1937 

Manufacturing ......... 82.5 88.6 96.5 

Durable Goods ....... 75.9 843 90.4 

Nondurable Goods --89.6 93.3 103.0 

PAY ROLLS 

1938 1937 1937 

Manufacturing .. -71.1 80.9 90.7 

Durable Goods ........ 63.2 77.0 86.6 


Nondurable Goods 81.1 848 96.0 

Other data collected by the Bureau 
tended show a slackening in the 
decline of emplovment. Based on 
representative manufacturing estab- 
lishments, figures for labor turn- 
over in January revealed that, for 
every 10,000 persons employed, 608 
were separated from employment 
and 378 were taken on, leaving a 
net decrease of 230 jobs. This was 
the smallest net decrease since Sep- 
tember, 1937. 


to 
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Strikers’ Right to Jobs: 
Labor Board's Decision 
its immediate effects 


N 
| ployes involved, no order of 
National Labor Relations Board in- 
volves such sweeping changes as 
tha’ issued against Remington Rand, 
Inc. 

The order was recently upheld by 
Circuit Court of Appeals in New 
York City. It calls for the discharge 
f workers who took the place of 


on em- 


the 






0 

strikers in the course of a contro- 
versy beginning in the summer of 
1936, as far as such discharge is 
necessary to reinstate those who 
quit their jobs in the strike. The | 
total jobs that may thus change | 
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hands is estimated to run into sev- 


eral thousand. 
The court granted a stay of 20 
days, in the course of which the 


Remington Rand Employes’ Associa- 
tion, acting for workers to be dis- 
placed, might petition the Labor 
Board for a review of its order. Last 
week the petition was filed, and the 
Board refused to reconsider its 

order 
The purpose of the order, as indi- 
cated in the court’s opinion, is to 
restore the situation as it was be- 
fore the employer refused to bargain 
with the representatives of the em- 
ployes, thus precipitating a strike 
which was broken by the hiring of 
other workers 
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New Light on Activity 


Of "Citizen Committee” 


YJHEN the Senate Committee on 
Civil Liberties inquired last week 
into the alleged connection between 
civic officials of Johnstown, Pa., and 
the Bethlehem Steel Corporation in 
breaking a strike against the com- 
pany’s Cambria plant near there in 
June, 1937, its purpose was some- 
what larger than that of the Labor 
Board, which went over much the 
Same ground as before. 
The Labor Board was concerned 
only with the question whether the 
| company used its influence to secure 
the aid of the city officials in com- 
batting the union. The Senate com- 
mittee, however, sought to find out 
whether civil liberties had been vio- 
lated by the officials themselves and 
by the Johnstown Citizens Commit- 
tee, which some of them had been 
instrumental in organizing. 
The strike was called by the 
| Steel Workers Organizing Committee 
(CIO). A back-to-work movement 
led by the Citizens Committee and 
by Daniel J. Shields, mayor of Johns- 
town, resulted in considerable vio- 
lence. Governor Earle of Pennsyl- 
vania, notified that public peace was 
| endangered, declared a limited form 
| of martial law and closed the plant 
| 
| 


for several days. 

Testimony was presented in both 
hearings to the effect that the com- 
pany had contributed about $31,000 

| to the Citizens Committee or Mayor 
| Shieids. When the Labor Board 
| sought to have Mr. Shields testify on 
| this and other matters, he defied the 
Board’s subpoena and did not ap- 
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pear on the witness stand. The Sen- 
ate Committee, however, secured his 
presence and questioned about 
expenditures for special deputies and 
for supplies, including tear gas, used 
during the strike 

Mr. Shields testified 
money collected was spent 
and his friends to “keep the peace’ 
during the strike but that t records 


the 
him 


that 
by 


he 
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of expenditures had been destroyed. tee, denied on the stand that it had 
Asked why, he said acted ike breaker or had op- 
This was an emergency which posed labox’s right to strike or bar- 
had no connection with city money gain collectively Its purpose, he 
as far as city records were con- Said, was to see that “peaceful 
cerned.” means were used during a labor dis- 
The money, it was siated, had pute instead of weapons of war: in- 


timidation, violence and terrorism.” 
Rabbi Abraham Granowitz testified 
that he had joined the Citizens’ 


been supplied by the Johnstown Citi- 
zens’ Committee Lawrence W. 
Campbell, secretary of this commit- 


a 

Committee on the understanding 
la Was to oring about cone 
ciliation between the two sides but 
naa iater resigned. His reason for 
resigning, he declared, was that he 
had become convineed that the real 
purposes of the committee were: “To 
get aS Many men back to work as 


possible and as soon as possible; to 
break the strike and the union.” 


























Sixteen 





No longer need you pay a penalty, in practicality, 
for owning the world’s finest motor car. You 
will actually delight in driving the new Cadillac 
yourself, s| he re is none of the heavy han- 
dling, or parking difficulties, so often associated 


with big and luxurious cars. Even feminine hands 


POWERED WITH THE REVOLUTIONARY NEW 


AAs PRACTICAL AS AN EIGHT... 





CADILLAC 
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--- AND PRICED WITH THE TWELVES! 





‘ouperb creation soon? 
135-DEGREE V-16 


CADILLAC MOTOR CAR DIVISION 


General Motors Sales Corporation 


are fully capable of driving the new Sixteen 
through the most complicated traffic. 
further evidence of its practicality were needed— 
the Sixteen is actually priced in the range of the 


twelve cylinder cars. Why not see, and drive, this 


And if 


ENGINE 













































































“| steered a YACHTSMAN to 
a whiskey he could anchor to” 


HE SAID 














A blend of straight whiskies—and that means ALL whiskey 


WE BELIEVE FOUR ROSES IS AMERICA’S FINEST WHISKEY, REGARDLESS OF AGE OR PRICE 


rajah’s treasure-house. But w/y is it so?” 


| SAID 


him?’ 
HE SAID 


1 SAID 


very similar reason. 


body, smoothness, or flavor. 


you could possibly ask for in a whiskey.” 


FRANKFORT 





“From your description I'd surmise that your Four Roses Whiskey 
was smoother than a landlocked harbor, and richer than a 


“Commodore. imagine the four best yachtsmen you ever knew, 
transformed by some miracle into one. How would you describe 


“He'd cop the America’s Cup with a catboat!” 


“Of course!—and Four Roses will take first place with you for a 


“You see, in making Four Roses, we use several fine American 
straight whiskies (and nothing but straight whiskies!). Each of 
these whiskies is specially outstanding for some quality—aroma, 


“Blended together with the skill our 72 yedrs have taught us, 
these straight whiskies contribute to Four Roses every quality 


DISTILLERIES, INC., LOUISVILLE — BALTIMORE 








But it doesn’t. You 
hav 
much for 














You might think that such glo- 
tious whiskey as Four Roses 
must cost a whole lot more! 


e been Paying almost as 
the whiskey you've 
been buying. Get acquainted 
with Four Roses—today! 
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Labor Board Rulings 
And Court Decisions 


VEN though a company union is ordered “dises- 
E tablished” by the National Labor Relations 
Board, it may continue to carry on activities other 
than collective bargaining, such as administering 
collective insurance paid for in part by the em- 
ployer. In ordering a company to cease to recog- 
nize such an organization as spokesman for work- 
ers with the management, the Board has pointed 
out that the order does not extend to other activi- 
N. L. R. B. decision, Feb. 23. 








ties of union. Source 
x we 


An employer who is asked by a union to adopt the 
check-off system, under which he collects union 
dues from workers and pays the proceeds to union 
officers, will find that the legality of the arrange- 
ment, as interpreted by the Labor Board, depends 
on circumstances. If the union is the duly ac- 
credited representative of the workers, no objection 
is seen to the arrangement under the Wagner Act. 
But if the union is dominated by the company, or 
supported or fostered in any way by it, a check-off 
arrangement will be interpreted as an unfair labor 
practice. Source: N. L. R. B. decision, Feb. 23. 

x * * 


If a group of employes hostile to an “outside” 
union interrupt their work to eject from the fac- 
tory those who are members of such union, it will 
be necessary for the employer to take such dis- 
ciplinary action against the aggressors as he would 
take were no union involved, if he is to dissociate 
himself from responsibility for anti-union activity. 
The Wagner Act forbids an employer from acting 
against a union but says nothing about workers 
doing so. The workers, however, may be construed 
to be his agents in the matter unless he can prove 
otherwise. Source: N. L. R. B. decision, Mar. 1. 


x * * 





When an employe has, by working at a job fora 
considerable period of time, established seniority 
standing in accordance with a contract negotiated 
by a union with a company, the worker has no 
guarantee that this seniority standing may not 
be bargained away by the union. The union may, 
for instance, agree that married women should be 
discharged despite seniority ratings and a woman 
discharged in accordance with this agreement has 
no cause of action against the union. Source: 
Decision of the Supreme Court of Michigan, Feb. 24. 

x * * 


If a union makes a contract under which it un- 
dertakes not to strike and latei does call a strike, 
courts may find that the contract is invalid on 
the ground that the right to strike is one that can 
not be lawfully bargained away. Source: Decision 
of the Appellate Division of the New York Supreme 
Court. 

x *t 


Picketing of an employer by a union to induce the 
employer to require his employes to belong to the 
union is a form of labor dispute, and consequently 
Federal courts are not free to issue injunctions 
restraining such picketing. Source: Decision of the 
Supreme Court upholding the constitutionality of 
the Norris-LaGuardia Act for restricting labor in- 
junctions, Feb. 28. 


x kt 


When a union is seeking to organize workers and 
a movement is on foot among some employes to 
form a plant union upon which the company will 
look with favor, an order by the management that 
supervisors are to become involved in no way with 
the rival groups and to favor neither will act as a 
Strong defense against any charges of unfair labor 
practices that may be brought. The order must, of 
course, be made in good faith and must be made 
effective. Source: N. L. R. B. decision, Feb. 15. 





Business Regulation 


NSTEAD of a proposed 15 per cent railroad freight 
increase, a general increase of 10 per cent, with 
important exceptions, is authorized, the new tariffs 
to be filed by July 31 and effective ten days after 
filing. The ICC disapproves increase of rates on 
bituminous coal, lignite, coke, iron ore, fresh milk 
and cream, and linseed oil. It authorizes 10 cents 
a ton increase, or 5.9 per cent, on anthracite. It 
restricts rates ON agricultural products, animals and 
animal products, lumber, shingles and lath, cotton- 
seed oil and vegetable oils to 5 per cent. All other 
items, in general, are allowed a 10 per cent increase. 
The maximum rates so authorized, however, in- 
clude increases authorized in 1937, so that the 
increases may “not be cumulative.” Source: ICC, 
March 8. (See detailed article on Page 5 for 
analysis of changes in rates.) 


x * * 


Cumulative discounts, that is, discounts granted 
according to the amount of merchandise bought, 
are permissible under the Robinson-Patman Ac* 
only where they represent actual Savings in cost 
to the seller resulting from individual sales to the 
buyer over a period of time which are not reflected 
in the price set in the sales contract. Source: 
Federal Trade Commission, Feb. 28. 


x * * 


Manufacturers of golf balls must. not combine to 
fix and maintain uniform wholesale prices or resa!@ 
prices, in violation of the Federal Trade Commission 
Act. Golf ball manufacturers must not discrim- 
inate in prices between different buyers of golf balls 
of like grade and quality in violation of the Robin- 
son-Patman Act. Source: Federal Trade Coni- 
mission, Feb. 28. 


xk 


Exemptions from SEC registration of offerings 
of $100,000 or less of certificates of interest or parti- 
cipation in oil royalty and similar types of trusts is 
covered in a new regulation. But prospectuses have 
to be filed and the regulation specifies what in- 
dentures or other legal instruments in connection 
with the issue must be filed prior to date of offering. 
Source: SEC, Feb. 25. 
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WHEN IT COMES TO INTERSTATE COMMERCE—THEY SIT IN JUDGMENT 


NDER a strikingly mounted map of the United States, members of the 
Interstate Commerce Commission sit at the judging desk as they 
hand down decisions vital to the flow of trade across State lines. 
I. C. C. last week supported, in part, the railroads’ plea for higher 


freight rates. 


From left to right: Marion M. Caskie; Charles D. Ma- 
haffe; Claude R. Porter; Joseph B. Eastman; Balthasar H. Meyer; 
Walter M. W. Splawn, chairman; Clyde B. Aitchison; Frank McMan- 
amy; William E, Lee; Carroll Miller, and John L. Rogers. 





Social Security 


O constitute “employment” under the Social Se- 
curity Act, such employment must be “within 
the United States,” which means the States, Alaska, 
Hawaii and the District of Columbia. Services on a 
barge five miles off the coast are not “employment” 
under the Act. Source: Internal Revenue Bureau, 

Feb. 28. 

2 @ @ 


Domestic servants furnished a privace home by 
an agency are not employes of the agency when it 
merely directs them where to apply. The servant’s 
work within the home is not taxable because it is 
“domestic service” but if the work is done outside 
the home, the tax provisions apply. Source: In- 
ternal Revenue Bureau, Feb. 28, 

x w 


The operator of a gasoline service station owned 
by an oil company, who is restricted as to the price 
at which he must sell petroleum products, who is 
not permitted to sell competitive products on the 
premises and who is required to perform such serv- 
ices as the company may direct, is an employe of 
the company within the meaning of the taxpaying 


+ provisions of the Social Security Act. 


| 


Source: In- 
ternal Revenue Bureau, March 7. 
x we 

A person who leases a gasoline service station 
from a company that produces oil and gasoline, who 
purchases his supplies from the company but can 
buy and sell products of the company’s competitors, 
who fixes his own sale prices, hires and discharges 
his own help and pays all expense of operation, is 
not an employe of the company under the taxpay- 
ing provisions of the Social Security Act. Source: 


Internal Revenue Bureau, March, 7. 


Taxes 


Income Taxes 

JHETHER a corporation’s loss is a “bad debt” or 
“a capital less” is passed on in a case involving 

the meaning of capital assets. It is held that where 
stock is held by a creditor as security for a debt and 
the debtor compromises by transferring title to the 
stock to the creditors, the loss, if any, sustained by 
the creditor should be treated as arising from an 
exchange of a capital asset. It, therefore, is sub- 
ject to limitations imposed in the 1936 Revenue Act’s 


+ capital gains and losses section, provided the cap- 
| ital asset comes within the definitions in that sec- 


| tion, Source: Internal Revenue Bureau, Feb. 28. 
x wk * 
An unincorporated joint stock association is 


viewed for Federal income tax purposes as a cor- 
poration during its existence and also in its dis- 
solution, irrespective of local law, and taxable gain 
is realized by members or shareholders thereof upon 
liquidation and distribution of assets. Source: In- 
ternal Revenue Bureau, March 7, based on a Cir- 
-cuit Court of Appeals decision. 


x © & 


Railroad Taxes 


railway common carrier subject to the Interstate 
f Commerce Act, and its employes, are subject to 
the taxes imposed by the Carrier’s Taxing Act of 
1937, even though owned and operated by a city, 
under a city charter. The road is not incorporated 
and its personnel are employed directly by a munici- 
pality but there is no specific provision in the Car- 
riers’ Taxing Act which exempts an instrumentality 
of a State, or of the State’s political subdivisions, 
from the taxes imposed under the Act. Source: In- 
ternal Revenue Bureau, March 7. 
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Walter M. W. Splawn * 


1. C. C. Chairman Who Understands 
Poetry and the Rate Structure Too 


WATCH Walter M. W. Splawn 
in his officia) role, one might 
think he had a mind only for facts 
and figures. Such is not the case. 
Sitting as chairman of the Inter- 
state Commerce Commission in the 
middle of that long, imposing bench 
before which lawyers make their 
pleadings, he is legal-minded, some- 
what cryptic in his questioning. He 
wants a witness to speak to the 
point. 

At his desk, 
too, it is a case 
of concentrat- 
ing on rele- 
vant data and 
discarding the 
mass of other 
i n formation. 
In view of the 
gravity of:the 
railroad situa- 
tion and na- 
tional interest 
in the decision 


, 

Walter M. W. Splawn 
on freight rates, he has had to ap- 
ply himself ever more to material 
matters. 

Mr. Splawn set out early in life 
to master transportation problems 
in a way that might benefit the 


social interest. After studies at 
Yale and the University of Chi- 
cago, he practiced law in Texas— 
where he was born in 1883—taught 
at the State University and became 
its president, and served on the 
State Railroad Commission. 

He first appeared before* the In- 
terstate Commerce Commission dur- 
ing those years. Partly because of 








the impression he made, he was 
asked to come to Washington after 
the World War to be referee in the 
arbitration of claims for seized Ger- 
man ships. The legislative and ex- 
ecutive branches of Government 
have used his services constantly 
since, 

President Roosevelt named him to 
the Interstate Commerce Commis- 
sion four years ago. He heads it at 
present under the system of rotat- 
ing the chairmanship among the 
members yearly. One of his prin- 
cipal interests is in enabling the 
railroads to keep a sufficient vol- 
ume of traffic to make them self- 
Sustaining, if possible. Concurring 
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Dr. Arthur E. Morgan 


Scholarly Chairman of the TVA; 
His Background and His Ideals 


Dr. Arthur E£E. Morgan—a man 
bent on personal aggrandizement or 
on promoting “decency and effec- 
tiveness” in Government? 

Dispute between him and his two 
fellow board members of the Ten- 
nessee Valley Authority has posed 
that question in a way that makes 
Congressmen argue it must be an- 
swered, lest the whole TVA pro- 
gram be endangered. 

3 E m broiled 
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less they always submit to his judg- 
ment. ... There are some men like 
that and I mean no disrespect to a 
man I love.” 

Before joining the TVA in 1933, 
Dr. Morgan had distinguished h-m- 
self in the fields both of engineer- 
ing and of education. He never at- 
tended college; but for years was 
president of Antioch College. There 
he originated the plan for students 
to alternate between book study and 
actual working experience. 

The young Morgan, in supervis- 
ing numbers of drainage and flood 
control projects in all parts of the 
country, had noticed that many col- 
lege graduates knew little of life 
or practical problems outside their 


in the freight rate decision, he at 59 as 
warned that the rails might lose never be- special fields. His idea was to en- 
substantial business‘“in an effort to fore in his able them to cope more adequately 
pass on increased expenses through life, Chair- with realities, once textbook days 
an increase in rates.” He may argue man Mor- were over. Achievements under the 
this point in the pending White gan is plan brought him wide recognition. 
House conference about the problem. sh owing He expressed his faith in “co- 
Friends tell of another side of more the ordinated effort” in a book—“An- 
Mr. Splawn, While colleagues may ch arac- tioch Notes”—which impressed 
seek their relaxation in social gath- teristics of Franklin D. Roosevelt and resulted 
erings when the day’s work is done, | a fighter in his selection to head the great 


he enjoys reading poetry or the bi- 
ographies of men he admires. 

Asked about it, Mr. Splawn said he 
was one of many who had come to 
appreciate poetry under Professor 
William Lyon Phelps at Yale, where 
he graduated in 1908. His favorite 
poet is Robert Browning, especially 
because of lines like: 

And the sun looked over the 
mountain's rim, 

And straight was a path of 
gold for him. 

“To me,” he _ said, “Browning 
Stands for the belief that there is 
something out there ahead for us 
if we have that indefinite some- 
thing inside of us to overtake it.” 





nee 


than of the 
; dreamer he 
Dr. A. E, Morgan was pic- 
tured in youth. His determination 
recalls a description once given of 
him by one who knew him well: a 
man of “indomitable perseverance, 
a very exacting conscience, a fear of 
hell, and an almost equal fear of 
public opinion.” 

But another, one who has worked 
closely with him, Senator George 
Norris (Ind.), of Nebraska, now says 
there is another side. 

“I regard Dr. Morgan as a great 
engineer,” he told the Senate, “but 
I must conclude that great as he is, 
he cannot work with anybody un- 








planning effort of TVA. At first 
Chairman Morgan got along with 
Harcourt A. Morgan and David Lil- 
ienthal on the board. The three 
acted unanimously. 

Gradually the rift developed. He 
has charged them with “intrigue” 
against him, “waste” and “lack of 
planning.” They have imputed to 
him a will to sabotage TVA. 

“It would be pleasanter to resign 
and do some of the many things 
I am anxious to do,” says Dr. Mor- 
gan. “Yet to surrender the chance 
to make some contribution to de- 
cency and effectiveness in Govern- 
ment does not seem to be the right 
course.” 








- addition to the annual salary of $10,000 paid 

each of the directors of the TVA, the Act 
setting up the agency provides each member of 
the board “shall be permitied to occupy as his 
residence one of the dwelling houses owned by 
the Government in the vicinity of Muscle Shoals, 
Ala., the same to be designated by the President 
of the United States.” 


xe 


O director of the TVA, acccrding to law, “shall 

have financial interest in any public utility 

corporation engaged in the business of distribu- 
ting and selling power to the public... .” 


x~*k* 


: wr TVA is one of the few agencies created 
since 1933 which is headed by a “board of 
directors.” The Home Owners’ Loan Corpora- 
tion is another. Most of the other agencies are 
headed by chairmen and commissioners, al- 
though there are a few operating under the su- 
pervision of “presidents,” namely, the Commod- 
ity Credit Corporation and the Export-Import 
Bank. 


x * * 


LTHOUGH applications for enrollments have 
been increasing, 300 CCC camps will be 
closed before June 1 to reduce the strength of 
the corps from 300,000 to 250,000. About 4,000 
supervisory and administrative officials will be 
dismissed. 


x * * 


EORGE WASHINGTON svffers a loss of dig- 

nity in the proposed stamp changes some 
critics say. Now on the most commonly used 
stamp, the three-cent, George Washington will 
be demoted te’the one-cent variety. Thomas 
Jefferson goes from the nine-cent to the three- 
cent, and Benjamin Franklin, founder of the 
postal system, falls from the one to the half-cent 
stamp. 


x * * 


LL corporations engaged in interstate com- 
merce would be required to obtain a license 
from the Federal Government under the pro- 
visions of the Borah-O’Mahoney bill. The bill 
would make it possible for Uncle Sam to know 
to the “nth” degree what the financial conditions 
and business purposes of the corporations are. 


e 2 @ 


MBRYO skippers among America’s youth are 

4 to be given a chance to further their am- 
bitions under the new plan of the Maritime Com- 
mission which, beginning this week, sets up a 
training system to provide officers for the mer- 
chant marine. Applicants graduated from state 
nautical schools, the United States Naval Academy 
and the United States Coast Guard Academy, 
holding third mate or third assistant engineer 
licenses, will be eligible for positions of “Cadet 
officer” aboard Government-owned or Federally- 
subsidized vessels. 
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HE cricket on the hearth is just a pest to the 

Government. Two million dollars has been 

appropriated to continue the eradication program 
against grasshoppers and crickets. 


x * * 


HE Secretary of War will be able to buy mili- 
tary supplies in secret under the terms of a 
bill recently introduced in Congress which pro- 
vides that “whenever proposals are invited for 
furnishing articles of military supply, the char- 
acter or ingredients of which, in the opinion of 
the Secretary of War, are of such nature that 
the interests of the public service would be in- 
jured by publicly divulging them, the chief of 
the supply service is authorized to purchase such 
articles in such manner as he may deem most 
economical and efficient.” 


sf ¢ 


MERICA’S new Ambassador to Great Britain, 
Joseph P. Kennedy, may find that one of his 
first jobs will be to prosecute America’s claim to 
two tiny specks of land in the Pacific, if Great 
Britain also lays claim to strategic Canton and 
Enderbury Islands, which this country contem- 
plates as bases for commercial trans-oceani¢ 
aviation. 


x* * * 


RESIDENT Roosevelt still has practically all 
the emergency powers granted to him since 
1933. Regulatory powers over industry, of 
which he was deprived by the NRA decision, are 
almost the only important emergency powers 
which have not been continued either by exten- 
sion of old legislation or enactment of new legis- 

lation. 

x * * 


URING the last 20 years States have made 

radical changes in their methods of raising 
revenues. Only two decades ago property 
taxation was the backbone of State financing but 
last year only Minnesota, Nevada, and Pennsyl- 
vania obtained more money from property taxes 
than from any other source of funds. Even in 
these States, property tax yields were exceeded 
by the combined yields of gasoline and other 
motor vehicle taxes. 

x*e* 


USINESS men are to have a governmental 

research agency which will perform services 

for industry similar to those the Bureau of 

Agricultural Economics now provides for farmers, 

A new Bureau of Industrial Economics is being 

set up in the Commerce Department to study 
basic problems of industry. 
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Philip Murray 


Chairman, Steel Workers’ Organ- 


izing Committee, and Vice Presi- 


dent, 
America, 


answers: 


United Mine Workers of 


HERE is very little relationship, if 


any, in my opinion, between 
Social Security pay roll taxes and 
the introduction of labor-saving 


equipment in industry. I have talked 
to scores of industrialists, and of all 
the reasons advanced for the intro- 


duction of labor-saving 
never once have I heard 
trialist include social security 
roll taxes as one of the reasons. 


equipment, 
an indus- 
pay 


The reasons that motivate the in- 


troduction of labor-saving 
ment are far more 
than the slight expense 
in Social Security pay roll taxes 
example, the steel industry in 
last 
mately $350,000,000 in 27 
éliminating 85,000 jobs in 
steel industry. 





the 


equip- 
fundamental 
involved 
For 
the 
10 years has invested approxi- 
strip mills, 
basic 
The decisions on be- 


half of the several companies in- 
volved to build these 27 strip mills 
were made prior to the time there 
were any Social Security pay roll 
taxes 


In reply to your second question. 


So far as labor is concerned, 


the « 


only answer to increased mechanical 
efficiency and increased unemploy- 


ment is a shorter work week 
higher wages 

The country must 
tion in the work week to 30 
to absorb the bulk of the 
ployed and increase its annual 


have a 


capita output. It is self-evident that 


and 


reduc- 
hours 
unem- 


per 


the six-hour day and 30-hour week 


must be accompanied with a pro- 
gram to increase the per* capita out- 


put of industry. 


In other words if the per capita 
output of industry remains station- 


ary or declines, the shorter work 
week and the increase in popula- 
lation makes it necessary to dis- 


tribute the annual wealth produced 


in this country amongst a greater 
number of people. 

This is not raising the living 
Standards of the country, but is 
merely a system of sharing the 
wealth produced in this country 
amongst a greater number of people 
and thereby reducing living stand 


ards. Consequently, it 
to increase the amount 





produced annually, as 
Roosevelt recently stated 
raise the living standards of our 


workers who make up approximately 
80 per cent of our population 
Labor must receive a 
of the fruits of industry 
country is to survive and avoid 
periodic catastrophes of the 
ness cycle when industrial and busi- 
ness activity recede to the inhuman 
levels of 1931-1935 


greater share 


tne 


Jay Iglauer 


Of Cleveland, Member, Advisory 
Council of Social Security Board, 


answers: 


OU will please understand that 
any statement I make is my 
personal opinion and not that of 


the Advisory Council of the Social 
Security Board or the Social Secur- 
ity Board itself. 

My answer both questions 
your letter is in the negative. 


to in 


Albert H. Mowbray 


Professor of Insurance, 
University of California, 


answers: 


CERTAINLY do not think that the 

Social Security pay tax h 
had the effect of increasing the use 
of machinery to reduce human labor 
and hence pay rolls. 

Effective machinery is costly 
requires a substantial outl: 
installation. Business firms will not 
undertake this outlay unless they 
anticipate a gain in efficiency which 
will yield an adequate return on the 
money invested plus enough to 


roll as 





and 
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PHILLIP MURRAY 


of the Week : 


TITLE REGISTERED U. 8. PATENT OFFICE 








tion of the Week. 


these questions: 





amortize the initial cost over 
probable life of the equipment. 


I cannot imagine 








Security Act would even begin 
ield ‘enough for appreciably 
macl y installation. It is possi- 
ble there might be a few mar- 
vinal cases where the question 


machinery installation was debat- 
and pay rolls tax might tip the 
installation, but 
ex- 


able 


scale in favor of its 


I think 


ceedingly 


such cases would be 





I think automatically 


that I do not favor replacement of 
the Social Security taxes on pay 
rolls with tax on machine hours 


gross sales. 


or even Ol 


The tax <« machine hours would 
not only be illogical, but exceedingly 
rd to collect and cause much more 
complaint from the business men 


than any that has arisen now over 
the accounting burden of the taxes 
for the reason that employers do not 
naturally keep, as an integral part 
the ma- 


of their business records, 
chine hours. 

has so 
use it 
social 


sales tax 

that 

financing a 

ance scheme 

High Sierr 

motive when a 
| there 
; 


would 
much faster. 


A gross 
ramincat 
meal 


ions to for 


of 


iS 


Ford 


just well 


as 


John D. Dingell 


Demociat, from Michigan 
Member, House Committee on 
Ways and Means, 


answers: 


rolls with a tax on machine hours or 
say 
to 


eveil 
this indicates a 
establish a manufacturers’ sales tax 
of 
95 per cent of our 
I would answer this 
by a most emphatic “No.” 
These questions appear to me to 
attempt to discredit the 
thereby 
serve the purpose of destroying the 
cial Security legislation and at the 
the sentiment 


in 


t 


working people 


question 


be a clever 
Social 


Si 
same 


as 


of 


+34) 
] 


discredit 


ne taxes 


N RESPONSE to your question 
! Do you think the social security 
pay roll tax has had the effect 
increasing the use of machinery 

duce human labor and hence pay 

lls?”, I should like to say that 
am ata loss to understand the pur- 
pose of this baseless question. 

It sounds to me like an attempt to 


arousing the fears of our working 
eople. The Social Security pay roll 
ax has had no perceptible influ- 
wav or another, as re- 

rds the use of machinery, to either 


or reduce h 


reas 


av rolls 
In response to your question, 
‘Would you favor replacement 

the Social Security taxes on pay 


Saies ? 


veiled 


I should 
attempt 


on er 


SS 


order to the bulk 


shift 


to the 


great 


Security tax and 


time sound out 
regards a 
I believe 


sales tax 
United 


federal 
that The 


this 


kind. 


led to know the origin of 


questions. 


Senator Clark 


Democrat, of Missouri, Member, 
Senate Committees on Finance 
and Unemployment and Relief, 


answers: 


——— question one, there is 


no question whatever that there 


is a tendency in that direction 


i 


Suggested by 
tax 


in 


a 
gross sales tax, although I have not 
Seen either of those suggestions put 
into concrete form. 


Rep. Patrick J. Boland 


I 


For 


that reason 
sympathy with 
Mr. 
machine 


I am very much 
what has been 
Baruch, namely, 
hours or even a 


on 





Democrat, of Pennsylvania, 
Majority Whip of the House, 


|answers: 


% VERY indication points to the 
4 fact that machinery has dis- 
placed labor to a large extent. There 


the 


that the saving 
of the pay roll tax under the Social 


new 


follows 


many 


insur- 
would be like using a 
a Mallet-ccmpound loco- 
automobile 
and 


the Social Security Act by 


uman labor and 


of 


States 
News should set forth very clearly 
its motive for advancing questions 
The people are en- 
these 


herewith. 





HE proposition advanced by Bernard M. Baruch, in his 
statement before the Senate Committee on Unemploy- 
ment and Relief, that Social Security taxes increase techno- 
logical unemployment in that they impel manufacturers to 
supplant man labor with machine labor, remains the Ques- 


To secure other views on this proposition, The United 
States News addressed to members of the Advisory Council 
on Social Security, Members of Congress and Economists 


1. Do you think the Social Security payroll tax has 
had the effect of increasing the use of machinery 
to reduce human labor and hence payrolls? 

2. Would you favor replacement of the Social Se- 
curity taxes on payrolls with a tax on machine 

hours or even on gross sales? 

Many answers to this symposium were presented in the 
issue of March 7 and opinions received since are presented 





is no doubt whatever of that. 


But 


I do not think the Social Security 
payroll tax has anything to do with 


it. 


Answering youl 


honest trial. I want the Social Se- 
curity Act to have its fair day in 
Court. 


Senator George 
Democrat, of Georgia, Member, 
Senate Committee on Finance, 


answers: 


I 


increase the use of machinery 
the purpose of reducing 
labor. 


investigation, whether 


THINK the tendency of the So- 
cial Security pay roll tax is to 
for 
human 
I can not say, without full 
the tax has 


actually resulted in the reduction of 


human labor. 


You ask would I favor 


replace- 


ment of the Social Security taxes on 


pay rolls with a tax on 


hours or even on gross sales. 


unable to give you a yes or no an- 


I would 
so without 
gation 
make 


swer not 


I have not had the itme 
that investigation. 


Rep. Thompson 
Democrat, of Illinois, 
Member, House Committee on 
Ways and Means, 


answers: 


Me opinion is that the Social Se- 
i curity Tax has not had the ef- 


fect of increasing the use of 


ma- 


chinery to reduce human labor and 
pay rolls, and I do not, for the time 


being, favor the replacement of the 
Social Security taxes on pay rolls 
with a tax on machine hours or on 
gross Sales. 

I feel that we should gain more 
experience in the operation of the 


various phases of the Social Security 


Act 
law, 


amend 
that any 


oefore we 
in order 


eration and effect. 





the original 

defects or 
inequalities can be intelligently cor- 
rected upon the basis of actual op- 


Senator Carl A. Hatch 


Democrat, of New Mexico, 
Member, Senate Special Com- 
mittee Investigating Unemploy- 
ment and Relief, 


answers: 

As to the first question, I am \not 
i sure that the Social Security Act 
has had that effect but I can readily 
see how it can place an incentive to 
reduction of man power and addition 
of machinery. 

Concerning the second question, I 
would favor some system which 
would furnish incentive to use of 
more man power. If that could be 
accomplished by a tax on machine 
hours, I would be perfectly willing 
to impose such a tax. As to that or 
the gross sales tax proposal, what I 
would favor would be to work out 
whatever may be the best plan to 
accomplish the desired end of use 
of more man power. 





Rep. Daniel A. Reed 


Republican, of New York, 
Member, House Committee 
On Ways and Means, 


answers: 


HE Social Security payroll tax, 
when it gets into full force, 
might cause some industries to try 
to escape from the burden, coupled 
with other tax burdens, by utilizing 
machinery in place of man power to 
get away from an intolerable cost 
of production. 
That is more likely to happen as 
we lower our tariff wall, permitting 
imports to come into competition 


0 


machine 
I am 


undertake to do 
the most careful invest:- 


second question, 
I would not disturb the present So- 
cial Security tax, until it has had an 











| 








+ with 


our industries in our domes- 
markets. The puntries 
with lower production costs and the 
same _ technological improvements, 
may force American indu: 
utilize newer machinery to 


tic foreign < 


ries to 


overcome 


he United States News 





*Senator Frazier 


Republican, of North Dakota, 
Member, Senate Special Com- 
mittee Investigating Unemploy- 


ment and Relief, 





answers: 

peat intormation, 
I the Social Security payroll tax 
1as had the effect of increasing the 
use of machinery 

I do not like the gross sales tax 
proposal The machine hour tax 
would be more logical. 


Rep. Ramspeck 
Democrat, of Georgia, 
Member, House Committee 
On Labor, 


answers: 


DO NOT I 


I information upon which to base 





ne questions 


sked it our letter I would be 
lad to consider any proposal which 
improv e Social Security 





in favor of a sales 


tax this time. 


at 








DOES THE PAYROLL TAX CAUSE EMPLOYERS 
TO SUPPLANT MAN POWER WITH MACHINERY? 


+ 


we caoes, bear heavily on many enter- 
prises and particularly, as I have 
tated, on the small business. Dur- 


week I received a letter 
n who has, I judge, from 
and he says the 
ces, Federal and State, in- 

Social Security tax, are 
SO oppressive that he is going out of 
Many others in business 


30 employes 





Dusiness 


are in the same situation as he is. 
I think it is too early to reach a 
conclusion as to the merits or the 


demerits of the Social Security Act 








but I see no reason why we should 
abdanaon 
There every reason to give it a 
fair trial and as defects become 
manifest to correct them by such 
legislation and such change of poli- 
cies aS may be deemed necessary. 
SENATOR WM. H. KING mapa 
taxes and there is no Satisfactory 
information as what the return 
would be under such taxes One NEW ZEALAND 


difficulty would be the many differ- 
kinds of business in which 
chinery may be used. 


ent ma- 

There are bound to be technologi- 
cal developments which would 
crease the use of machinery, which 
is as it should be. 


in- 














the burden of the Social Security 
tax. F The present tax is a very heavy a 
I would not favor a tax on ma- Senator King burden on business. I am receiving m the strain ae 
chine hours under any program Democrat, of Utah, Memb f a Se tvctkaseaagts Stang Northern lati. 
- at, 0 an, Member o small business enterprises. Never- 
that permits competition of foreign Senate Committee on Finance, theless, if we are to have a Social 
goods made by machinery that is : Security system, it seems to me the 
not taxed and that is not burdened answers: present plan of obtaining the neces- New 
with a type of tax such as the So- (* your first question, I have not sary funds to maintain it is, with 7 Wy other 
cial Security Act now imposes. It sufficient evidence to make a re- some modifications, as good as any and Canada. 
is obvious that such a machine hour ply of any value that can be devised, 
tax would defeat itself by becoming As to the the second question, my We are in an experimental stage 
useless by reason of competitive answer is, No. I think it would be and will find many imperfections in 
imports. very difficult to administer such | the Social Security Act. It will, and | 
. ; ee ee = _ ray >. LENE SETS NT NS APN ESRI OEY INT I 9 - 
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aA 
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Chesterfield package. In any case 
you're supplied for a day of real 
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that pleasing taste and aroma that 
so many smokers like. 
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THE “TRIAL” OF THE TVA: WHAT HAPPENED AT THE WHITE HOUSE 


+ method of inquiry should be poste 


T was a strange scene that devel- 

oped in the executive office of the 
White House on March 11 

President Roosevelt, for the oc- 
casion, had assumed the role of in- 
vestigator. He had summoned before 
him to be examined, the three direc- 
tors of the Tennessee Valley Au- 
thority. 

One of t 
man, Dr 
accused 


hese directors, the chair- 
Arthur E. Morgan, had 
the other two directors, Dr. 
Harcourt E. Morgan and David Lili- 
enthal on a variety of charges rang- 
ing from bad f to dishonesty. 
The two accused direct 
part, then had accused Dr 
of attempted sabotage 0: 
program and of conspiring wit! 
enemies 

Mr. Roosevelt 
hour out for lunch, spent six hours 
and listened to 65.000 words in an 
effort to get to the bottom of a con- 
troversy that has had Congress by 
the ear and that is slowing the work 
of the affected Government agency. 

At t told 
the directors that if any one of 
them could agree with the 
others, composing their differences, 
there should be resignations from 
the Board. He gave them until next 
Friday to get together or to offer 
more evidence to support their 
charges. 

Even when armed with the facts 
there was doubt about what results 
President Roosevelt could derive 
from the strange session. It appears 
that only a joint resolution of Con- 
gress can result in removal of an 
offending director. 

But, as the White House mimeo- 
graph machines ground out the 
verbatim testimony, the President 
pressed ahead in search of facts. 

The President started off by asking 
assurance that the TVA directors 
Still believed in the wisdom of the 
act under which they work and re- 
ceived that assurance. Then Mr. 
Roosevelt observed that powerful in- 
terests in the nation profess to dis- 
believe in the feasibility and wisdom 
of the Tennessee Valley Authority 
and expressed the opinion that TVA 
work was being impeded by the dif- 
ferences between the directors. He 
referred to the charges by Chairman 
Morgan that the other two directors 
had acted dishonestly and with im- 
propriety. 


on their 

Morgan 
the TVA 
Its 


rs, 


he end the President 


not 


Increasing Tension; 
A. E. Morgan's Side 


There was a brief review of the 
differences between the directors 
that went back to 1936, reached a 
Stage of intensity in August, 1937, 
and then an explosive stage this 
month, 

Mr. Roosevelt told Dr. A. E. Mor- 
gan, who has precipitated the con- 
troversy, that he must ask him to 
offer the evidence he possessed of 
dishonesty or malfeasance on the 
part of his colleagues. 

Dr. Morgan, at that, started to 
read a prepared statement, and a 
colloquy took place as follows: 

ARTHUR E. MorGANn: During a long 
period, I have repeatedly but un- 
successfully endeavored to secure 
the President's adequate considera- 
tion of grave conditions within the 
TVA. 

The most recent occasion was last 
fall at the meeting mentioned by 
the President concerning the Atlan- 
tic Monthly article when I person- 
ally presented to the President a 
draft of the letter and which I 
asked him to send to the TVA 
Board. 

This letter requested the Board 
to make available to me the date 
and assistance necessary for me to 
make a report to the President 
concerning the conditions I have 
criticized. 

The President did not grant that 
request and made no alternative 
Suggestions. I am of the opinion 
that this meeting is not, and in the 
nature of the case cannot be, an 
effective or useful fact finding oc- 
casion. 

THE PRESIDENT: Wait a minute. 
I don’t want opinions. I have asked 
you a question about the Berry 
marble case, and I want you to con- 
fine your answers, not to opinions, 
but to facts. 

ARTHUR E. MorGan: I wish to com- 
plete my statement, which will take 
about a minute longer. 

THE PRESIDENT: I don’t want you 
in any statements to talk about 
opinions. I want you to confine your- 
self to facts. 

ARTHUR E. MorGan: I am giving 
my reason for not answering you 
directly and I think I must do it. 

THE PRESIDENT: Are you planning 
to answer the direct question? 

ARTHUR E. MorGANn: My statement 
will indicate whether I am or not. 
I am of the opinion that this meet- 
ing is not, and in the nature of the 
case cannot be, an effective or use- 
ful fact finding occasion. To prop- 
erly substantiate the charges is not 
the work of a morning. Since the 
Congress has now taken up the 
matter— 

THE PRESIDENT: Have you any rea- 
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White House history is 
as the President 
turns investigator. Con- 
gress finds a rival. The 
story of an inquiry into 
the inside workings of the 
Tennessee Valley Author- 
ity as revealed by a trans- 
script of the testimony of- 
fered President Roosevelt 
and the comments made 


made 


by him. 








son to believe this will be confined 
to a morning? 

ARTHUR E. MorGan: Since the Con- 
gress has now taken— 

THE PRESIDENT: Have you any 
reason to believe that this hear- 
ing will be confined to a morning? 

ARTHUR E. Morcan: I should like 
to complete my statement, if I may, 
without interruption. Since the 
Congress has now taken up the 
matter, I believe that any report 
by me should. in the terms of the 
TVA Act, be filed with the President 
and with the Congress. 

It is my studied judgment that 
the President, the Congress and the 
people of this country are entitled 
to accurate information and ap- 
praisal of the program, policies, ad- 
ministration and activities of the 
Authority. 

Such information and appraisal 
can best be obtained and made avil- 
able to the people, to Congress and 
to the President by a Congressional 
committee which will make an im- 
partial, comprehensive and com- 
plete investigation of the Au- 
thority’s affairs. 

THE PRESIDENT: Chairman Morgan, 
I, of course, have already stated 
that this hearing is not a hearing 
on the policies that are being car- 
ried out or were intended to be car- 
ried out under the TVA Act. Cer- 
tain charges have been made by you 
against the majority of the Board 
and by the majority of the Board 
against you. Those charges on 
your part relate to malfeasance in 
office— 

ARTHUR E. Morcan: The state- 
ment I have just made I think is 
adequate to express my position at 
this meeting. 


Official Records Tell 
Of Mineral Claims 


THE PRESIDENT: In other words, 
you decline to answer that ques- 
tion. It is a perfectly straight ques- 
tion. 

ARTHUR E. MorGan: I have given 
a perfectly straight answer. 


From then on, through most of 


| 
| 


aworrer 4 was contrary to the public interest 


—Harris & Ewing 
TVA's “MINORITY” 
Dr. Arthur E. Morgan, chairman of 
the TVA board of directors, who be- 
came the center of the controversy 
around policies of the major Admin- 
istration experiment. 





the hearing, Dr. A. E. Morgam re- 
fused to answer questions put to 
him by Mr. Roosevelt, insisting al- 
ways that his statement made in 
the first instance covered the point. 

A long record was made of the 
background of the claim for sup- 
posed loss of mineral rights made 
by Senator George L. Berry, of Ten- 
nessee. The purport of this record 
was that the difference between 
Chairman Morgan and the other 
two directors concerned the method 
of handling this claim. 

The TVA majority offered official 
records to show that they at no time 
had shown any intention to recog- 
nize the claim—which was for sev- 
eral million dollars, and that their 
efforts and not those of Dr. Morgan 
led to allegation that the claims 
were tainted with fraud. But the 
majority of the directors had in- 
sisted upon following the regular 
routine and proceeding on the as- 
sumption that the claims might 
have an honest basis unless other- 
wise proved. 

These proceedings finally ended 
when a special commission appoint- 
ed by a Federal district court at the 
instance of the majority directors 
decided that there was no value to 
the claims. 

When the TVA chairman com- 
plained that the President had not 
given him the same time to prepare 
for this meeting that the other 
directors had, Mr. Roosevelt ordered 
all of the records inserted in the 
testimony. They disclosed that Dr. 
Morgan had at first declined to 
appear before the President but 
later had agreed when told that 
his duty required attendance. 

The chairman had charged that 
a contract for sale of TVA power 
to the Arkansas Power and Light 
Company contained a “joker” that 


Morgan 
his 


asked Dr 
support 


Mr. Roosevelt 
to give the 
charge. 

“My first statement gives the rea- 
sons for my not doing Dr. 
Morgan replied. 

Then his two fellow directors en- 
tered into the record all of the de- 
tails surrounding that contract. 
They involved intricate questions of 
utility policy. Point was made that 
the TVA chairman, in of the 
record, had entered no objection and 
no suggestion. The majority direc- 
tors insisted that the contract really 
is very advantageous to TVA. 


Asked to Support 
“Intrigue” Allegation 


The President 
charges of Chairman 
cluding one that said: 

“There is a practice of evasion, 
intrigue, and sharp strategy with 
remarkable skill and malevolent 
habit of avoiding direct responsi- 
bility which makes Machiavelli 
seem open and candid.” 

When Mr. Roosevelt asked 
Morgan if he could support 
charge with facts he refused 
answer, saying tiat his general 
Statement covered the point. 

Mr. Lilienthal then responded: 
“One of the fundamental decencies 
of Anglo-American law is that when 
charges are made there shall be an 
opportunity to respond to those 
charges. That fundamental decency 
is not accorded to me ai this time 
and, therefore, I find no way of re- 
sponding to vague charges.” 

The next charge of Chairman 
Morgan was that the majority had 
“failed to protect the public inter- 
est” in negotiating a contract with 
the Aluminum Corporation of Amer- 
ica for the sale of power 

The chairman again refused 
offer facts in proof and his fellow 
directors entered a voluminous rec- 
ord tending to show that the con- 
tract actually was much more ad- 
vantageous to the Government than 
one that Dr. Morgan had favored. 

At this stage, Mr. Roosevelt made 
a statement which said in part: 

“Lest there be any thought that 
any injustice has been done to 
Chairman Morgan in asking him to 
be here today and to answer ques- 
tions relating to facts, I make the 
Statement that the decision to hold 
this hearing was not made until the 
morning of Tuesday, March 8. The 
other members were on exactly the 
Same basis of information as to the 
hearing as the chairman. 

“I knew that the chairman had 
been in Florida for some weeks but 
assumed that because he had made 
the statements of March 3 and 
March 5 from Florida that he had 
made those statements on ‘the basis 
of facts in his possession at that 
time. For the purpose of this hear- 
ing I assumed, I think with justifi- 
cation, that Chairman Morgan knew 


facts to 


so,” 


1) 
all 


submitted other 


Morgan 


Dr. 
this 


to 


to 


—Harris & Ewing 


TVA’s “MAJORITY” 


I 


ing 


ARCOURT A. MORGAN (left), and David Lilienthal, Tennes- 
see Valley Authority Directors, as they appeared before enter- 
the White House for the unprecedented Presidential quizzing. 





a great deal more about the allega- 
tions and charges than either of the 
other two members, and would be 
prepared today to answer questions 
regard to those charges.” 

Chairman Morgan made no com- 
ment in response. 


Mr 


in 


turned to 
charges that Directors Harcourt A. 
Morgan and David Lilienthal had 
made concerning the conduct of the 
TVA chairman. 

the record 
writings and talks 
chairman made 
showed what his colleagues regard- 
ed reflections on their honesty 
and capabilities. The directors in- 
sisted that utility companies fight- 
TVA in had picked 
up writings Morgan 
and had used against the 
Authority of which chair- 
man, 


Then Roosevelt 


were introduced 
in which the 


comments that 


Into 


as 


the courts 
Chairman 
them 
he was 


ing 
of 


Unwarranted Act 
Ascribed to Chairman 
Director 
“an ex- 
igainst Dr. 


followed what 
described 


charge” 


There 
Lilienthal 
tremely 
Morgan. 

This charge was 
man of TVA had endeavored just 
before trial of the suit that involved 
the legal fate of the Tennessee Val- 
ley Authority to disrupt the Gov- 
ernment defense. Again a volumi- 
nous record was introduced into the 
evidence by Mr. Lilienthal. 

This record included reported ac- 
tivities of Dr. Morgan harrass 
the Government’s counsel and in- 
cluded a statement that the chair- 
man approached James Lawrence 
Fly, general counsel of TVA and 
John Lord O'Brian, special counsel 
and one-time Assistant Attorney 
General under Herbert Hoover, to 
find out if there might be some way 
for the courts to enjoin some of the 
power the Authority 


as 


grave 


that the chair- 


to 


operations of 


without the entire pro- 


gram. 


upsetting 


Dr. Morgan Denies 
Truth of Charges 


Then the following ex 
change: 

THE PRESIDENT: Chairman Mor- 
gan, I should like to know if you 
have any reply to make to the aile- 
gations that have been made by 
Mr. Lilienthal? 

E. Morcan: The state- 
ment he has made, _ involves 
striking and _ vital inaccuracies, 
misrepresentations, and omis- 
sions. I think that statement, and 
the large amount of matter included, 
is a very clear illustration of the 
futility as a fact-finding process of 
such meeting as this was planned 


came 


ARTHUR 


to be. 

THE PresIDENT: Of course, that 
a general statement that you have 
made. ‘Can you specify in any 
give me a lead- to what 
, as to how it is misrep- 


1S 


just 
way 
was left ou 
resentative? 

ARTHUR E 
the first sta 
I hoped for 


as 


Morcan: As I said in 

tement, for a long time 
an opportunity to do 
I feel that that day is past, 
and I have nothing to add to my 
Statement. 


that. 


first 

THE PRESIDENT: Would you be 
ready to give me that, an explana- 
tion of this statement of yours, 
within a week? 

ARTHUR E. MorGan: I don’t think 
I have anything to add to that first 
statement. I have declined to give 
replies—only under certain circum- 
Stances 

THE PRESIDENT: Will you be ready 
to give the replies within any rea- 
sonable time? 

ArTHUR E. Morcan: If I can be 
assured of a free access to the—I 
think I don’t want to make any 
Statement or make any commitment 
which would imply that any other 














The Senate 


T\HURMAN W. ARNOLD, Yale pro- 

fessor, who will have charge of 
anti-trust prosecutions if con- 
firmed by the Senate to be Assist- 
ant Attorney General, asserts the 
belief that “the laws are right in 
principle, ought to be and can be 
enforced.” 

“Unless a competitive system is 
established, we will move into more 
organization by Government,” he 
says. 

Speaking emphatically as _ he 
Slouched in his chair before a Sen- 
ate sub-committee, Mr. Arnold dif- 
fered with those. who have inter- 
preted his writings as attacks on the 
anti-trust laws, on capitalism, on 
business. 

“Then this book may be truly in- 
terpreted as a preparation for a real 
attack on monopolies and trusts?” 
asked Senator Borah (Rep.), of 
Idaho. 

“Yes,” replied Mr. Arnold. “But 
it was written from the standpoint 
of a dissector. You might call it a 
diagnosis.” 

The Senator’s eyes widened. He 
had read aloud from “The Folklore 
of Capitalism,” by Mr. Arnold, that 
the anti-trust laws actually pro- 
moted great industrial organiza- 
tions “by deflecting the attack on 
them into purely moral and cere- 
monial channels.” In the executive 
session held by the committee after 
the crowd filed out, he and Senator 
Burke (‘Dem.), of Nebraska, re- 
served the right to oppose confirma- 
tion. The other four Senators fa- 
vored Mr. Arnold. 

They appeared impressed with 
his explanation that he did not con- 
tend the laws themselves resulted 
in spread of big business units; but 
that methods of administration of 
the laws and court interpretations 
had that effect. Mr. Borah sug- 
gested dryly that the book’s chapter 


j On trusts should be revised. 


Studies Thurman W. Arnold's Anti-trust “Folklore” 


Two other Senators—O’Mahoney 
(Dem.), of Wyoming, and Neely 
(Dem.), of West Virginia—praised 
Mr. Arnold as a practical man and a 
scholar. While protracted hearings 
on the nomination had been pre- 
dicted, it turned out that Senator 
Borah alone had any searching 
questions. 


AN APPRAISAL OF T. R. 

He read again: 

“In those days anyone who at- 
tacked the ‘trusts’ could achieve the 
same public worship as a minister of 
the Gospel who had the energy to 
attack vice. It was this that made 
Theodore Roosevelt a great man. 
Historians now point out that Theo- 
dore Roosevelt never accomplished 
anything with his trust busting. Of 
course he didn’t. The crusade was 
not a practical one.” 

“Do you regard Theodore Roose- 
velt’'s campaign as_ futile, Mr. 
Arnold?” 

“I do not,” the nominee replied. 
“The anti-trust laws, in my opinion, 
saved us from the European cartel 
system. ...I favor a vigorous and 
fair enforcement. ... But they are 
not perfect.” 

“What would you suggest in addi- 
tion?” Mr. Borah asked. 

Several Senators leaned forward, 
possibly because the prospect of a 
message from President Roosevelt 
has increased interest in the subject. 
He is expected to recommend 
thorough study of the problem with 
a view to legislation in the next ses- 
sion. 

Preferring not to discuss possible 
amendments without consultation 
with his colleagues, Mr. Arnold did 
disclose tnat he had a hand in prep- 
aration of the annual report recently 
made by his predecessor in the of- 
fice to which he .has been nomi- 
nated, Robert H. Jackson, now 
Solicitor General. 


+ 





That report, in substance, took the 
position asserted by Mr. Arnold in 
his “Folklore” work. It called the 
anti-trust laws too indefinite, said 
that appropriations for enforcement 
were inadequate, cited many in- 
stances of identical bids on Govern- 
ment contracts, and chided the 
courts for their interpretations. 

“In their general statements of 
anti-trust policy,” Mr. Jackson said, 
“the courts have repeatedly held 
that the purpose of the statute is to 
maintain freedom of competition in 
interstate commerce.’ However, the 
courts have with equal consistency 
refused to determine the validity of 
price policies in terms of the only 
possible standard which can _ be 
practically enforced, i. e., results. In- 
stead of that they have made ‘in- 
tention’ to restrain trade and quali- 
fied monopoly by the word ‘reason- 
able.’... 

“The laws have become theological 
tracts on corporate policy. Judicial 
interpretation which ignores practi- 
cal results can have and has had lit- 
tle effect on those results... . It is 
inevitable that the standard of busi- 
ness morality or evil should be de- 
termined by what respectable busi- 
ness men are accustomed to doing. 
conclusion that the anti-trust laws 
laws have had no effect on combina- 
tions which actually restrain trade 
and which actually create monopo- 
lies, so long as they are maintained 
with decorum and respectability. 

“We are therefore forced to the 
conclusion that the anit-trust laws 
as at present interpreted, cannot ef- 
fectively prevent rigid price struc- 
tures, maintained by small groups 
who dominate the market.” 

The present policy of the Depart- 
ment of Justice, which Mr. Arnold 
supported, is “to select for intensive 
investigation those complaints which 
show the most flagrant cases of ani- 
trust violation and in which the 
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greatest public interest is involved.” 

In response to a question from 
Mr. Borah, the nominee denied his 
book supported the “rule of reason” 
laid down by the Supreme Court for 
consideration in anti-trust cases 
and arraigned by Mr. Jackson. He 
insisted the book was objective re- 
porting of history, and not editorial. 

“Perhaps it should have been 
titled “The Anatomy of Capitalism,” 
he said. 

Getting back to his views, Senator 
Borah asked about “consent de- 
crees” for settlement of anti-trust 
cases. Mr. Arnold contended this 
method had been ineffective more 
often than not. 

“Do you believe the effective way 
is to lay cases about people before 
grand juries and then to get them 
to consent to stop the allegedly il- 
legal practices?” Mr. Borah con- 
tinued 

(A Federal Judge in Wisconsin 
recently dismissed a grand jury con- 


+ sidering charges against automobile 


companies because the Department 
of Justice had negotiated simul- 
taneously with the companies look- 
ing toward a “consent decree” re- 
garding financing practices.) 

Here again Mr. Arnold stood with 
the Department of Justice, saying 
both criminal and civil proceedings 
should be utilized in anti-trust 
prosecutions. Use of compulsion by 
the grand jury method is an estab- 
lished practice, according to Mr. 
Jackson. 

“How about the ‘conference 
method’ of getting settlements?” 

Mr. Arnold said private business 
men should have free access to the 
Department of Justice, naturally, 
but he would oppose any agree- 
ments to grant immunity from 
prosecution on the basis of closed 
conferences. He favored public 
hearings in such cases. 


NO FOE TO CAPITALISM 

“Do you believe,” inquired Mr. 
Borah, “that business men should be 
allowed to sit around a table with 
officials to devise ways for them to 
get around the law?” 

“No, that would be dangerous. 
In effect, 
said Mr. Arnold. 

Senator O’Mahoney, a friend of 
Mr. Arnold since 1916, wanted to 
know whether he opposed capital- 
ism. The nominee reminded that 
his salary as a professor at Yale 
depended on preservation of the 
capitalistic system; and said she 
could not understand how his “Folk- 
lore” book could be construed as 
antagonistic to the profits system. 

“It’s just as though one were writ- 
ing something about the develop- 
ment or care of teeth.” he said 
laughingly, “and someone else would 
say it showed the author was op- 
posed to teeth.” 

EpwarD J. DuFFry 


it would bring back NRA,” 
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poned until I do something. 

THE PRESIDENT: That is neither 
here nor there. I am not opposing 
any other inquiry, but I am, to a 
very great degree, as President, re- 
sponsible for the conduct of the 
TVA. I cannot delay indefinitely 
and I am asking you to make it 
possible for the work of the Au- 
thority to go along by clearing up 
certain general allegations that 
have been made by the presentation 
of certain specific facts. 

ARTHUR E. MorGAN: MY. President, 
the whole situation has developed 
in ways that I could not foresee, 
and I think, to answer your ques- 
tions I will have to—I would like 
to get a copy of your remarks and 
then give you a considered answer 
just as quickly as I can—in a day 
or two. You are thinking in terms 
of a lawyer, with a lawyer's back- 
ground—Mr. Lilienthal is—and I am 
thinking in terms of an engineer 
and administrator. 

THE PRESIDENT: As far as law 
goes, I have not been a lawyer for 
a great many years and I have fore 
gotten more law than I ever learned. 

ARTHUR E. Morcan: I think I am 
fair in asking for a brief period to 
arrive at a judgment on that point. 

THE PRESIDENT: I want to do 
everything I can to help along that 
line. As I have said, I do want to 
clear up factual matters. After they 
are cleared up, I am perfectly will- 
ing to go into questions of ultimate 
policy, but I am convinced that we 
have to clear up factual matters 
first and I want to give you every 
opportunity to do that. I am per- 
fectly willing to make that a period 
of a few Gays, a week, or even two 
weeks, as long as I can get this 
factual matter cleared up. 

ARTHUR E. Morcan: What has 
been said here is multitudinous, and 
I find it difficult to arrive at a 
judgment on the spur of a moment. 
If I can have your words in the rec- 
ord and to read them over, I can 
answer them. 

Mr. Roosevelt next introduced 
portions of a report from a commit- 
tee he appointed to investigate the 
organization of TVA. This commit- 
tee recommended a changed form 
of organization with the Board de- 
termining policy and a_ general 
manager administering the policies 
determined. 


The President Sets 
Date for Next Hearing 


Then, at the conclusion of six 
hours of questioning, President 
Roosevelt said: 

“If there is nothing further I 
want to make one very short final 
Statement. I have now heard the 
charges and counter-charges of the 
TVA Board. I have endeavored to 
give each side the opportunity of 
answering the complaints of the 
other side. Frankly, I am disap- 
pointed that Chairman Morgan has 
not answered by giving any factual 
answers to the questions which I 
have put, but I hope that in the 
course of the next week Chairman 
Morgan will realize that it is of the 
utmost importance to the continua- 
tion of the work that he should reply 
to very simple factual questions. 

“He should have every oppor- 
tunity so to do. And, therefore, if 
it is agreeable to him and to the 
other two members, who also may 
want to present additional facts, I 
will set a resumption of this hearing 
for a week from today, Friday morn- 
ing, at 11 o’clock, and if you care 
to appear in person at that time it 
will be entirely agreeable to me, 
If you prefer to submit any factual 
report in writing without appearing, 
use your own judgment. 


Dissension Must End, 
Says the President 


“When that time comes, of course, 
it will be my duty to determine 
what further action is necessary in 
the public interest. I do call your 
attention to this fact, that the 
Board, the Tennessee Valley Au- 
thority, is about to resume very im- 
portant negotiations with private 
utility interests, negotiations that 
inevitably will be difficult and deli- 
cate. 

“In my judgment the public in- 
terest cannot further be jeopardized 
by internal dissension and I can 
only reiterate that it is the duty of 
every member of the Board to con- 
sider at Board meetings imperson- 
ally and objectively the important 
problems and policies of the Ten- 
nessee Valley Authority and not to 
obstruct the carrying out of deci- 
sions reached by a majority of the 
Board. And I must say quite frankly 
that any of you who cannot do that 
owe it to the public of the United 
States not to remain on the Board. 
I think that covers everything.” 

ARTHUR E. MorGAN: Mr. President, 
before I go I would like to make 
this statement: “I personally want 
to thank the President for the fine 
consideration he has shown us.” 





March 14, 1938 
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Austria 


gravest 


WIFT-MOVING events in 
confront Europe with its 

crisis since the fateful days of 1914 
when the fuse was kindled leading 
to the powder-barrel of World War 

Austria’s Chancellor Schuschnigg 
threw up his hands in’ surrender to 
German Chancellor Hitler’s armed 
ultimatum. 

“We yield to force,” Schuschnigg 
declared in a final radio broadcast 
to the nation he had been trying to 
rally in resistance to Nazification 

Schuschnigg’s resignation led 
prompt installation of the Austrian 
Nazi leader, Arthur Seyss-Inquart 
as new chancellor. Up went the 
Nazi swastika flag everywhere. Ju- 
bilant Austrinn Nazis staged ex- 
uberant demonstrations Hitler 
planned to go to Vienna to celebrate 
the most notable coup he has scored 
Since assuming the German dic- 
tatorship. 

Swift was the development of 
events thai led to this latest ] 
tarian triumph. tanaing 
independence of Austria 
anschluss (political union) with Ger- 
many, Chancellor Schuschnigg de- 
cided to strengthen hand by a 
show of popular approbation of his 
policies in a plebiscite summoned for 
Sunday, March 13. It was generally 
expected to show majority popular 
approval for the Schuschnigg stand 
of defiance against German inter- 
ference in Austrian affairs and to 
display sustaining strength of the 
Fatherland Front party in Austria 
against German Nazis. 


GERMANY’S SWIFT STROKE 
Taken by surprise at sudden call 
for the referendum, Berlin Nazi 
leaders went into a huddle. Then 
came Hitler’s ultimatums. The ple- 
biscite must be called off. Schusch- 
nigg must resign. German troops 
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Hitler's coup, bulldozing Austria into submission with a | 
war ultimatum, excites Nazi elation, stirs democratic fears. 


Will other succession states fall before totalitarianism? 


Or 


will France and England stiffen their policy against the for- 


ward march of the dictators? An apprehensive world ponders 
possible eventualities in Europe’s gravest political crisis since 


the World War. 
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3 The United States News 


erence next October + 
“to discuss limitation of 
and other questions associated with 
the promotion of international con- 
cord.” 

“The Prime Minister of Great 
Britain, the British Foreign Minister 
and the head of the Japanese navy,” 
declared Mr. Ludlow, “all say they 
are willing to enter a conference to 
limit armaments. I believe that 
within a week we could secure an 
agreement from all the leading na- 
val powers to get around a table and 
stop this madness that is leading to 


armaments 


war.” 

But from Senator Pittman (Dem.), 
of Nevada, chairman of the Senate 
Foreign Affairs Committee, on record 
as opposing such a conference, came 
warnings of the need of Navy ex- 
pansion to defend the Panama canal 

and also suggestion to supplement 
wartime facilities of the present 
canal by building another across the 


m National Geograp! 


ADDRESS—"R. F. D.” PACIFIC OCEAN 
gece ISLAND (above) which, with Canton Island, tiny 
- coral reef specks in the Pacific Ocean, will be colonized by the 
United States for the development of commercial aviation bases fo1 
trans-Pacific transports. 
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The bill for the biggest peace-time 
Navy expansion program Ameri- 
can hi to the floor of the 
House supported by a favorable re- 
port Naval Affairs Com- 
tee, voted it out of com- 


in 
tory goes 
from the 
which 
mittee 20 to 3. 
Cost of the 20 per cent expansion 
‘ted to be 40 per cent greater 
$800,000,000 originally esti- 
a total outlay of $1,121,546,- 
ional personnel 
maintena) Enactment 
the Roosevelt super-Navy pro- 
increase annual Navy ap- 
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The record-breaking Navy appro- 
priat for 1939, already approved 
by the House, calls for expenditure 
next year of $553,000,000. If the new 
expansion is approved, annual Navy 
appropriations are expected to jump 
possibly $775,000.000 — the sums 
depending on whether the new 
building program is completed in 
six years, as now contemplated, or 
speeded to completion in five years. 
LIMITATION PACTS SOUGHT 
Even in urging speedy House ac- 
tion to the big naval in- 
crease, Committee Chairman Vinson 
(Dem.), of Georgia, hinted the Pres- 
ident might want to call a naval 
t some fu- 
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Though Navy 
pansion are officially asserted to be 
purely defensive, a searching probe 
of foreign policy implications is in 
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Congress debate on th 
bill. A that the Nav; 
had won wartime use of 
the new British naval base at Singa- 
re-aroust 
Congress critics who have been ques- 
tioning whether the United States 
had arrangements with other powers 
for joint action far Pacific 

Newly asserted American decision 
of the Pacific 


prospect in 
new report 
rights to 


pore seemed calculated to 


in the 


to claim possession ( 
islands of Canton and Enderbury, 
in the Phoenix group, for use 
airplane bases, encounters rival] Brit- 
however 
ill be worked 
out, with suggestion of condominium 
over these islands as a possible so- 
lution. 


as 
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ish claims. 
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RECIPROCITY PROGRESS 
ITH 
partment announces 
seventeenth reciprocal 


State De- 
signing of 
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satisfaction the 








with 


agreement Czechoslovakia. + 
controversial ist 


Chief item t 
which New England Congressmen 
and others had protested, was the 
tariff concession on shoes. But the 
agreement embodied provisions 
against substantial in 
Czech shoe exports United 
States 

For preliminaries in negotiating 
the long-awaited trade agreement 
with Great Britain—hearings sched- 
uled to open March 14—four of the 
largest auditoriums in Washington 
have been engaged. More than 400 
witnesses are scheduled to testify, 
representing varied American in- 
terests to be affected by the pro- 
posed pact. (For special article on 
reciprocal treaties, see Page 2.) 

x * * 

ANOTHER FRENCH CRISIS 

T Paris, only a little more than 

a week after Premier Chau- 
temps’ foreign policy had won an 
overwhelming confidence vote in 
the Chamber of Deputies, a new 
cabinet crisis developed, causing 
resignation of the ministry. The 
dissolution decision came with de- 
velopment of left-wing opposition in 
the Popular Frort—mainly frém the 
Socialists—to granting the Premier 
plenary powers he demanded over 
French finances 

With the franc sagging to the 
lowest level since 1936 (below 31 to 
the dollar) and a new loan impend- 
ing support an augmented na- 
tional defense program, French 
bugetary problems have become in- 
creasingly’ acute 

Leon Blum, Socialist, who headed 
the first Popular Front government 
(June 4, 1936-June 21, 1937) under- 
took the task of forming a new cab- 
inet. 


agains 
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* 2 * 
CHAMBERLAIN AND DICTATORS 


A* London, stonily disregarding 
hostile popular demonstrations 
Germany’s Foreign 
von Ribbentrop 
discuss with Premier 
the for a pos- 
appeasement” agreement be- 
tween Britain and the Reich. He 
hurried back to Berlin when the 
Austrian crisis developed. 

Simultaneously at Rome British 
negotiations were opened for an 
agreement with Mussolini’s govern- 
ment, involving presumably de- 
mands for recognition of Italy’s 
conquest of Ethiopia and the Italian 
position in the Mediterranean. 
Hungary, too, had a cabinet shake- 
up during the week. Premier Dar- 
anyi dropped four ministers who 
had been antagonistic or lukewarm 
toward his newly launched defense 
and public works policy. 
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PEACE FOR THE ORIENT 
y the Far East rumors 

newed of peace overtures to 
China from Japan. Observers saw 
small chance of Chinese capitula- 
tion, however. Good continuing 
Chinese army morale and a stronger 
Chinese air force were factors sup- 
porting belief in continued Chinese 
resistance, with hopes of further 
wearing down the economic re- 


in the 
Minister 
arrived to 


streets, 
Joachim 
Chamberlain bases 


sible 


are re- 


Tide of World Affairs: THE SWASTIKA OVER AUSTRIA 
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sources of the aggressors. 

Main current Japanese offensive 
activities center in the southwest 
portion of Shansi province, near the 
Yellow River, with severance of the 
Lunghai Railroad, jugular vein of 
central China’s transportation sys- 
tem, as an objective 

In the Diet at Tokio as the gov- 


ernment strove tc strengthen its war 


resources, opposition developed to 
proposed transfer cf the entire Jap- 
anese power industry from private 
ownership to state control. Op- 
ponents declared it might produce 
further unfavorable effects abroad, 
if foreign governments backed pro- 
tests of their investors in Japanese 
utilities. Americans and English- 
men were reported to have a $75,- 
000,000 stake in the Japanese elec- 
tric system. 

Belief in 
Anglo-Japanese 
British rights in China was read 
into a Shanghai interview given 
by Masyuki Tani, Japan’s new min- 
ister-at-large in China. He stressed 
the desire of his government to pro- 
tect British rights in the war zone 
Incidentally Minister Tani admitted 
possibility of the war lasting an- 
other three to five years—though 
most observers doubted whether 


new 
on 


imminence of a 
understanding 


a 


+ Japanese resources would be equal 
to such a long-sustained conflict. 
x * * 

REBEL LOSSES AND GAINS 

N Spain, rebel Gen. Franco sufe 

fered loss of his navy flagship, 
the 10,000-ton cruiser Baleares, sunk 
in an encounter with government 
cruisers and destroyers, with estie 
mated loss of 600 lives. On land the 
rebels furiously renewed their 
Aragon offensive, seeking to push 
from Teruel to the Mediterranean, 
cutting off Catalonia from the rest 
of Spain 

a a 

POLITICAL PURGES 

T Moscow, Russia’s newest trea- 
f son trials, involving 21 former 
officials high in Soviet councils, 
have developed sensational confes- 
sions of poison murder plots. Gen- 
rikh G. Yagoda, former chief of 
the secret police, testified regarding 
“medical murders.” One victim 
was Maxim xorky, the writer. 
Nikolai Bucharin, former president 
of the Communist International, ad¢ 
mitted heading a plot to try to over- 
throw Lenin and Stalin in the early 
days ot the Bolshevik revolution, but 
denied intending to assassinate 
them. 
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characteristics. 


Virginia; Great Lakes Steel 





INGLED with the choice Hanna ores which 
M are widely famed for their metallurgical 
properties, every charge that enters a Hanna 
furnace carries with it the priceless, added in- 
gredient of 70 years’ experience in making 
quality merchant pig iron. 

Since 1867, Hanna constantly has anticipated 
the advancing requirements of consumer indus- 
tries. Today, The Hanna Furnace Corporation 


tions in pig iron that enables them to meet fully 
the insistent demand for uniform physical 


NATIONAL STEEL 


CORPORATION 


PITTSBURGH 


OwnNING AND OperatTiING—Weirton Steel Company, Weirtow, West 


Hanna Iron Ore Company, Cleveland, Ohio; The Hanna Furnace 
Corporation, Buffalo, N. Y., and Detroit, Michigan 
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1000000 MOTORS REVEAL A SECRET 
-NEW BRONZE GASOLENE THE RESULT! 








EXPERTS CALL NEW “MOTOR-MATCHED” KOOLMOTOR BIGGEST ADVANCE OF YEAR! 


—Most modern Gasolene on market 
gives these 6 Power Proved features 


Where’s the bestplaceto find 
out about a gasolene? Isn’t it 
right in the engines that use it? 

So for 4 years we’ve made 


one of the greatest tests 


automotive history...a test 
on more than ONE MILLION 
RUNNING MOTORS... by a 
marvel — 
the Cities Service Power 
Prover! And what a world 
of facts it revealed. The re- 
sult is the new Bronze Kool- 
motor, the motor- matched 
gasolene...a 6-point blend, 


new mechanical 


RADIO CONCERTS 
WEAF and 44 


THE NEW 
BRONZE 


every Friday at 
+ 


1ssoctiate 





that gives you these 6 Power 

Proved features: 

1 Split-second Starting, any- 
where, anytime. 

2 Lightning Pick-up, with plenty 
to spare. 

3 Pike’s-Peak-in-High hill- 
climbing. 

4 Full Firing—less waste on stop- 
and-go. 

5 More Miles—you stop for gas 
less often. 

6 6-point Balance—it does every- 
thing. 


in 


Fill up today, and you'll be 
anew friend of Koolmotor 
tomorrow. 


8 P. M. (E. S. T) 


aN C. stations. 








POWER PROVER, used by Cities Service on more than a million cars, ranging 
from 1917 Fords to 1938 Rolls-Royces, gives experts a surprise when it shows 
hidden performance secrets of running motors. 








AT ALL HELPFUL CITIES SERVICE DEALERS 


KOOLMOTOR 





12 


The United States News 


March 14, 1938 








Woewsqrata * 
The “Yearly” Wage; 
Is It Practicable? 








What of the prospects for more 
“yearly wages” in industry? The 
story of some things officials have 


discovered. 











NE more legislative dream now is rather 
0 rudely shattered by the intrusion of hard if 


unpleasant facts 

This dream first appealed strongly to President 
Roosevelt, who saw in it a possible solution to 
the staggering problem of worker insecurity. The 
President's interest was aroused when a worker 
in the automobile industry told him that his high 
hourly wage really was not a reflection of his 
income. 

While he was paid well on the days he worked, 
this auto worker told Mr. Roosevelt, actually his 
employment covered only a fraction of the year. 

Hourly income was high, but yearly income 
was not so high. And yearly income determined 
the real state of worker well-being. 

After this observation, President Roosevelt be- 
came interested in an even more graphic illustra- 
tion of high hourly pay and low yearly income 
in the building trades. A series of White House 
studies got under way only to strike the snag 
of apparently insurmountable difficulties. 


A PACKERS’ EXPERIMENT 

Then recently the Senate committee on unem- 
ployment heard the head of a meat packing com- 
pany tell how his concern had gradually pro- 
vided a yearly wage for more and more of its 
employes. Several thousand workers now received 
an average of $125 a month, 12 months a year 
with assurance of at least a year’s income even 
though business fell off. 

The Senators immediately became excited over 
what they thought might be a formula for eco- 
nomic stability in this nation. They found the 
experience of this one company almost too good 
to be true. A decision was made io explore 
farther along this path. 

Then the Senators learned something more. 
They discovered that the meat packing business 
was among the most stable of business enter- 
prises. Demand for this food product is fairly 
constant in good times and in bad, in winter as 
well as in summer. 

A further discovery was made when the Ford 
Motor Company informed the Senate ccmmittee 
that it had made an exhaustive study of the 
yearly wage as it might be applied to the auto- 
mobile industry. This study pointed to the defi- 
nite conclusion that no yearly wage plan of 
broad scope could be applied 

After that the committee learned that a survey 
of the building industry had revealed that while 
an annual wage would be desirable, most labor 
leaders and nearly all contractors opposed it as 
impractical. 

Here were two industries in which demand for 
the product varied widely from year to year and 
from season to season. In one there is concen- 
trated employment in a few large companies 
while in the other employment is scattered 
through large numbers of small units. But in 
neither did it appear practical to work out a 
plan that would assure 52 pay checks each year 
to the employes. 


THE OBJECTIVE SOUGHT 

Still, the Senators and the President both are 
clinging to their idea. 

They believe that it may be possible by the 
use of financial incentives offered by the Gov- 
ernment to induce better planning on the part of 
private industry so that a definite level of steady 
employment can be assured the year round. 

The central idea is that a building trade or 
other worker who now gets $10 a day and works 
an average of 100 days a year to earn $1,000 
would be much better off if he earned $7.50 a 
day and was sure of 200 days or more of em- 
ployment. At the same time this might enable 
a reduction in the price of his product. 

Despite the cold water of hard facts pouring 
out their dream, officials still think that the 
yearly wage is a good idea. 
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The Voice 
of Business 


ORVAL W. ADAMS, President of the American 
Bankers’ Association: If the depositors will re- 
flect they will readily recognize that their bank 
dollars do not have equal value today with the 
value which they had a few years ago. Savings 
funds draw a smaller interest. A dollar pur- 
chases less of all the necessities of life than it 
did in times gone by. So that, whether the dol- 
lar is in the bank or out of it in circulation, the 
value has materially changed. 

It is in connection with this change of dollar 
value or purchasing power that I feel the great 
group of depositor-population should be aroused 
to interest and activity. ...In a democracy the 
voters determine the policies of government. 
And who are the voters? Strange as it may 
seem to some, a preponderate majority of them 
are the bank depositors of this nation. 

The very fact that they have deposits is an 
evidence of their thrift and self-reliance and 
their industry. They are interested in the wel- 
fare of the nation. In the main they are home 
builders and home owners. They have families 
to support and protect. They are stable. They 
are interested and they are thoughtful. But they 
are not always informed. They often fail to 
see the influence of certain trends on their own 
welfare and prosperity. 

(From an address delivered at a Bankers’ re- 
gional conference, in Des Moines.) 
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EARLY 14,000 American banks closed their doors between 1921 

and 1934. That was an average of more than 1,000 a year. 
assets had been realized upon, the depositors had lost $2,800,000,000. 
Between 1934 and the start of 1938, just,194 American banks closed. 
Even before the assets of 


these closed banks had been realized upon the depositors were paid 


That was an average of 48 closings a year. 


CopyriGHT, 1938, BY THE UNITED States News PUBLISHING CORPORATION 


* After the 


almost in full as a result of deposit insurance. 
insurance fund for the four years totaled about $28,000,000. 

The chart above shows the trend of losses to bank depositors through 
bank closings in the years preceding deposit insurance and the losses 
suffered by the insurance fund since deposit insurance. 
insured banks now are paid 100 per cent on deposits of $5,000 or less. 


Losses suffered by the 


Depositors in 





(SECeSGGias. A BRIGHT SPOT IN DEPRESSION: 
FEDERAL SAFEGUARDS FOR BANKING SYSTEM 


XCEPT for one essential difference, today’s * tional basis there were a number of state insur- , up until Jan. 1 of this year have amounted to 


set-back in business bears more and more 
of the earmarks of the 1929 depression. 

The rate of industrial production has fallen 
even faster, payrolls have dropped farther, un- 
employment has risen higher than in the period 
that followed the collapse in late October, 1929. 

There is the same delayed reaction of retail 
trade to the decrease in employment. The same 
disparities are developing in the price relation- 
ships of raw materials to finished products. 
There even has been the failure of an important 
brokerage house. 

But, unlike 1929, the latest depression offers 
no banking problem of importance. 


The country’s business 
men know that their 
banks will be open to 
GENERAL BUSINESS cash checks and to meet 
payroll withdrawals. They know that their cus- 
tomers are not going to see their savings sud- 
denly locked up with consequent shattering ef- 
fect on moral and purchasing power. There is 
not the old pressure for forced liquidation of old 
loans in a frantic effort to meet bank runs. 

The reason is, in part, that the experience 
after 1929 led, after 1933, to important altera- 
tions in the banking structure that now are prov- 
ing themselves. 

New money was poured into banks, through 
RFC purchases of preferred stock, to bolster 
capital funds. Weak banking units were weeded 
out. Insurance was set up for the deposits of 
individual bank depositors. Each individual 
with a bank deposit knew that his deposit now 
was protected up to $5,000. 

As a result this latest depression is bringing 
almost no special bank trouble—thereby elim- 
inating the highly deflationary influence that 
made the 1929 depression seem so much more 
like a nightmare than the present. 

A measure of this difference is provided by 
the chart at the top of this page. That chart 
shows the losses actually sustained by depositors 
year by year since 1921 through bank closings. 
These are losses after assets had been fully 


SAFETY OF BANKS 
AS A BULWARK TO 


realized upon. 


After 1934 the losses 
through bank closings 
have almost all been ab- 
GENERAL BUSINESS = sorbed by the Federal 
Deposit Insurance Corporation. This corpora- 
tion, in turn, has met those losses out of its in- 
come from investments and out of the assess- 
ments of one-twelfth of 1 per cent levied on the 
average deposits of the more than 13,000 mem- 
ber banks. 

Before bank deposits were insured on a na- 


DEPOSIT INSURANCE 
AND ITS EFFECT ON 





ance plans. In each instance the state ventures 
failed to survive a period of stress. The Fed- 
eral system is much better bulwarked and confi- 
dent of its ability to weather any probable storm. 

Federal Reserve Board records disclose that 
59 banks, holding nearly $20,000,000 in deposits, 
failed during 1937. This is a far cry from the 





One distinction between today’s 
depression and that of 1929.... The 
story of bank deposit insurance in op- 
eration . . . A reason “or less busi- 
ness worry. 














2,200 that failed in 1931 or the nearly 3,900 that 
closed their doors in 1933. It also is far below 
the average of more than 500 banks that failed 
each year during the prosperous days of the 
1920's. 

But of even more significance from a business 
point of view is the fact that a bank failure no 
longer involves the freezing of the purchasing 
power of depositors. 

The record shows that within a week to ten 
days after the FDIC moves into a closed bank 
situation, depositors have checks paying them 
in full for all deposits of $5,000 and less. The 
employer who finds his pay roll money caught in 
the bank is able to get accomodation almost im- 
mediately. 

As a result, the closing of a bank under pres- 
ent circumstances is not the highly deflationary 
influence that it once was. And there is a new 
confidence in the banking structure itself. 

That leaves the question of the ability of the 
Deposit Insurance Corporation to meet any 
strain that might be placed upon it during a 
period of shrinking values. 

IT CAN MEET ANY nearly four years of life. 
In that period its income 
DEPRESSION STRAIN has amounted to about 


$120,000,000, of which $86,000,000 came from as- 
sessments on bank deposits and the rest from 
interest and profits on securities. 

Out of these funds the insurance corporation 
has paid about $44,500,000 to depositors in closed 
banks and then has recovered an estimated $31,- 
350,000 from the sale of assets of those banks. 
Its administrative Sapeners have amounted to 
$12,000,000. 

This means that the total expense of the in- 
surance machinery and the total actual losses 








little more than $25,000,000. This is consider- 
ably less than the earnings of the insurance cor- 
poration on its investments and has involved no 
drain on the reserves built up through assess- 
ments on insured banks. 

However, losses during the last half of 1937, 
coupled with expenses, amounted to $5,656,000 
while income from investments totaled $4,896,- 
000, so for that one period outgo was slightly 
larger than the income from investments. But 
the assessments in the period totaled $19,- 
500,000. 

The FDIC in its capital accounts now has 
$370,000,000 of cash and Government securities 
to meet any drain that might occur. 

Yet its management has no expectation that 
any important drain will occur even if the pres- 
ent depression is long extended and involves a 
much more drastic deflation of values than has 
yet occurred. 

There are several reasons for this confidence. 

One of these reasons is that the public knows 
that its deposits are protected by insurance. 
Another is that banks now may use the dis- 
count privileges of the central Federal Reserve 
Banks to realize cash when needed from a much 
wider range of paper. “Any sound asset” can 
be turned into cash. A third reason for con- 
fidence is the fact that the RFC has strongly 
bolstered the capital structure of banks and 
still is in a position to buy preferred stocks. 

The result of all of this is that structural de- 
fects in the nation’s banking system cannot be 
blamed for today’s depression. 


With that fact cleared 
up, Government officials 


DEPRESSION CAUSE? 
BANKING STRUCTURE 

and business men can 
ABSOLVED OF BLAME turn their attention to a 


search for the source of trouble in other direc- 
tions. This search might reveal some more fun- 
damental defects in the mechanism of the eco- 
nomic machine due to a failure to adjust the na- 
tion’s economy to that required of a large scale 
international creditor. 

It might also reveal the failure to provide 
some machinery to bolster or to take the place 
of the free competitive market that once func- 
tioned automatically to bring prices of labor 
and of goods and of money into a balance that 
would permit full employment through a free 
exchange of goods. 

There now is proof that a weak banking sys- 
tem is not the main source of the country’s 
trouble. 

Proof also is being provided that insurance of 
bank deposits is possible on a national scale if a 


close watch is kept on banking practices. 
OweEN Scort. 
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Reciprocal Trade 
Facing Severe Test 





Seventeen trade agreements and 
the eighteenth coming up. An ac- 
count of the latest effort to revive 
foreign trade. 











ORDELL HULL, Secretary of State is pre- 

A pared to give his reciprocal trade agreement 
program its most severe test. 

With 17 agreements behind him, each one ine 
volving reductions in tariffs and loosening of exe 
change restrictions and import quotas, he now 
is going to tackle an agreement with the United 
Kingdom. 

What comes out of this deal, sponsors of the 
trade agreement program admit, is likely to 
determine the future use of that presciiption for 
curing the political and economic ‘lls of the 
world. Right now foreign trade, particularly ime 
ports, is slipping into the doldrums. 

The seventeenth agreement, entered into on 
March 7, involved reciprocal tariff adjustments 
by the United States and Czechoslovakia. 


A BARGAIN WITH THE CZECHS 

The Czechs agreed to ease import restrictions 
on about 75 per cent of the $36,000,000 worth of 
goods that they have been buying in this country, 
while the United States agreed to lower tariffs on 
items representing about 55 per cent of the $37,- 
000,000 worth of goods that Czechoslovakia has 
been selling here. 

Most of the interest in this trade agreement 
centered in the shoe industry 

The Czechoslovakians make shoes that have 
been able to come over a tariff wall ranging from 
20 to 35 per cent of their value and still far 
under-sell the American product. Prospect of a 
reduction in this tariff led the American shoe 
industry to predict disaster for itself. 

Actually, the agreement authorized a tariff 
reduction amounting to about 50 per cent on 
some types of shoes, but left the tariff unchanged 
on the most competitive type The Czechs make 
this type of shoe at an estimated cost of 74 cents 
a pair while the comparable cost in this country 
is said to be $1.66 a pair. 

But, while cutting the tariff on imports, the 
trade agreement provides thai if imports of shoes 
exceed 114 per cent of the five-year average 
domestic consumption of shoes then the United 
States may increase the tariff. This provision 
would enable Czechoslovakia to sell 4,800,000 pairs 
of shoes here at the new tariff rates as against 
3,260,000 pairs sold last year. But it would assure 
nearly 99 per cent of the American market to 
American producers. 

Mr. Roosevelt called attention to this provision 
in the trade agreement at a press conference on 
March 8. At that time he assured the textile 
manufacturers of this country that the British 
trade agreement, if finally made, would provide 
safeguards against any serious reaction on the 
American industry. 


WHAT THE CRITICS SAY 


But it is just this fact that causes some critics 
of the trade agreement program to argue that it 
is not the answer to the world recovery problem, 

Every nation is engaged in protecting its own 
commerce and its own industry. Nations like the 
the United States which might have to admit 
vast stores of foreign goods over and above recent 
purchases, if the foreign nations are to be able 
to service their loans here and to obtain new 
loans, balk at any very drastic tariff adjustments. 

Much the same attitude is taken by Great 
Britain, owing to obligations to her dominions 
and to demands by those dominions. 

The result is that official comment already is 
offering assurance both to British and to Ameri- 
can business men that eover concessions to be 
made by each side in negotiations now beginning 
will not be sweeping in nature. 
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The Voice 
of Government? 


HENRY A. WALLACE, Secretary of Agriculture: 
Government’s success in helping destitute farm 
families rehabilitate themselves may be meas- 
ured by several simple yardsticks. From a purely 
financial point of view, the program has proved 
surprisingly sound. Although much of the 
$169,312,000 advanced will not fall due for four 
or five years, more than $45,000,000 already has 
been repaid. Approximately 42,500 families had 
paid back their loans in full by Feb. 1, 1938.... 

Perhaps an even more significant indication 
of success is the rise in tiving standards. A re- 
cent survey of 230,000 families showed that their 
average net worth—over and above all debts— 
had increased $253 between the time they first 
sought aid and the end of the 1937 crop year. 
This represents a growth in net assets of 42 per 
cent, or more than $58,000,000. ... 

Although the FSA lending program has directly 
benefitted more than 600.000 families, it has by 
no means met the full need for such service. 
County supervisors recently reported that they 
personally knew of more than 360,000 farmers 
eligible for rehabilitation loans who could not be 
helped because funds were not available... . 

Although we feel that we have made a promis- 
ing beginning in helping destitute farm families 
to become self-supporting, the job cannot be 
completed for many years. We are fighting an 
economic disease which has been neglected for 
generations; we cannot hope to cure it over 
night. 

(From a statement made before the Senate 
Committee Investigating Unemployment and Re- 
lief, March 11.) 
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Corporations next year will have to make out their tax 


returns on a different basis. 


The revision, a bill for which 


has just been passed by the House, is aimed to keep revenues 


substantially at the present level. 


House actions outlined 


here give the latest indication of what to expect. 
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SUALLY, when the Ways 

Means Committee submits a tax 

bill to the House the measure is 

passed in the form submitted or, if 

amendments are made, they fail un- 
less the Committee approves. 

But March 9 the House by a vote 
of 180 to 124 eliminated from the 
1933 tax bill the much disputed Title 
I-b or “Third Basket Tax,” provid- 
ing a special surtax on certain classi- 
fications of undistributed profits of 
closely held corporations. 

The Administration leaders 
next day attempted to reverse the 
vote by making it known that the 
President favored the provision and 
by forcing a roll call vote, thus plac- 
ing each member on record. But 
again a large majority of the House 
voted to eliminate the tax. 

“Tax week” in the House also re- 
Sulted in these steps: 

A 25-cent increase in the $2 a 
gallon tax on distilled spirits, to 
bring in, it is estimated, an addi- 
tional $35,000,000 in annual rev- 
enue. This will make up a large 
part of the $40,000,000 in revenue 
lost by elimination of the pen- 
alty tax. 

A 6 cents a pound increase in 
the excise tax on imports of 
pork, which, with the existing 
tax, raises the tariff on pork to 
91, cents a pound. This is esti- 
mated to provide $5,000,000 addi- 
tional revenue. 

Provision that all corporation 
Salaries of $75,000 a year or more 
shall be made public. 

Final approval of the tax bill. 


PROPOSALS REJECTED 

“Tax week” in the House resulted 
in the rejection of a large number 
of proposals, among them: 

A proposal for a cent a gallon 
tax on fuel oil, estimated to pro- 
duce from $168,000,000 to $175,000,- 
000 in revenue. 

Excise taxes on a large num- 
ber of agricultural products, most 
of them along the lines of the ex- 
cise tax on pork which was 
adopted. 

An amendment to 


the 


tax future 


and 


issues of Federal securities, and 
salaries of State officials. 

Repeal of the 10 per cent excise 
tax on cosmetics 

Restoration of the 1921-34 cap- 
ital gains tax of a flat 12% per 
cent. 

Commenting on the House ac- 
tion in eliminating the tax on 
closely held corporations, President 
Roosevelt said, March 11, that the 
tax was designed to eliminate tax 
inequalities and not as a punitive 


“Tax Relief" As 


of additional work necessary to * pointed out that 
; 


make the lists available at the Com- 
mittee rooms. 

It also was explained that the 
committee eliminated the provision 
for corporation salary publicity 
from the bill it reported because the 
House voted in favor of such action 
at the last session of Congress. 

Under the present law, all cor- 
poration salaries of $15,000 and over 
a year are made public. 

There was some doubt as to 
whether the figure on the additional 
revenue to be derived from the new 
whiskey tax is correct. Mr. Dough- 
ton reported that Roswell Magill, 
undersecretary of the Treasury, esti- 
mated the tax would bring in only 
$19,000,000 annually. 

The successful amendment of the 
tax bill to include the provision for 
an excise tax on pork touched off 
a whole series of proposals for addi- 


—Harris & Ewing 


THE EMPTY “THIRD BASKET” 
HREE who took an active part in the controversy over the de- 
feated “third basket” provision to gain added revenue by taxing 


closely-held or family-controlled corporations, left to right: 


Rep. 


Allen Treadway (Rep.), opposed; Rep. Fred Vinson (Dem.), in fa- 


vor of; and Rep. Frank Crowther (Rep.), opposed. 


All are mem- 


bers of the House Ways and Means subcommittee, Mr. Vinson being 
the chairman. 


House Views It 


the Ways and 
Means ~Committee has considered 
this type of taxation for years but 
has concluded a _ Constitutional 
amendment is necessary to put it 
into effect. 

As the tax bill passed the House it 


13 





retained the emasculated version of 
the undistributed profits tax con- 
tained in the measure as it was re- 
ported by the Ways and Means 
Committee—providing that corpo- 
rations with net incomes of more 
than $25,000 shall pay a minimum 
4 per cent surtax as against the 
resent levy of 20.5 per cent. 
THE PROFITS TAX 

In running the Senate 
even this mild form of the undis- 
tributed profits tax may be cudgeled 
The consensus on 


gauntlet, 


out of existence. 
Capitol Hill is that there is a 50-50 
chance that it will be eliminated. 
Predictions as to what the Senate 
is likely to do with the House revi- 
sion of the capital gains tax are un- 


certain but the Senate may object to 
the plan for segregation of long- 
term and short-term profits and 
losses as well as other features. 

By eliminating the penalty tax on 
closely-held corporations the House 
took one move which it had been 
assumed the Senate would take. 


TOTAL REVENUE ESTIMATE 

The best available estimates 
showed that the measure as it was 
passed by the House will yield ap- 
proximately $1,250,000 in revenue 


Senator Harrison (Dem.), of Mis- 


| sissippi, chairman of the Senate Fi- 


nance Committee has announced 
that his committee plans to hold 
brief hearings on the bill and then 
speed it through the legislative ma- 


' chinery as quickly as possible to end 


business uncertainty as to Federal 
taxes. 

And so early in April business may 
find that at least part of its de- 
mands for “tax relief” have been 
granted and that the “Revenue Act 
of 1938” will either be completed or 
in the final stages of enactment. 

GLENN NIxoNn. 
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Latest Map and Analysis of the 
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said, was to 
the same in- 
the same taxes. 


tax. Its objective, he 
force all 


come classes 
SALARY PUBLICITY 
In reinstating 
salary publicity 
that in the future, 
this type shall be made public by 
the Treasury. Experience, pointed 
out Representative Doughton 
(Dem.), of North Carolina, chair- 
man of the House Ways and Means 
Committee, shows that it is inadvis 
able for the Ways and Means Com- 
mittee to continue the large amount 


persons 1n 


to pay 


the provision of 
the House provided 


salary lists of 


tional excises on imports. For a 
time it appeared as if a large pro- 
portion of the members of the House 
were going to submit their plans for 
additional tariffs 

Representative Mary T. Norton 
(Dem.), of New Jersey, proposed re- 
moval of the 10 per cent excise tax 
on cosmetics. The bill provides for 
elimination of the excise taxes on 
tooth pastes and soaps. 

Representative Fuller (Dem.), of 
Arkansag, addressing the House in 
opposition to the proposal to tax 
future isues of Federal securities, 

















GUARANTEED 


Bankinc Houses 
Orner Rear Estate 
MortTGAaceEs 


Orner Assets .. 


Capita Funps: 
CapitaL Stock . 
SurpLus. . .. 


Deposits 


Oruer LIABILITIES . 





Unptvipep Prorits . 


AcCEPTANCES OUTSTANDING. ae 
LraBILity AS ENDoRSER ON ACCEPTANCES 


THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


RESOURCES 


Cash AND Due rrom Banks ae er 
U. S. GovERNMENT OBLIGATIONS, DIRECT AND FULLY 


. . . . . 


STATE AND Municipal SECURITIES . . 2. 6 e 
OrHER Bonps AND SECURITIES. . . . 
Loans, Discounts AND BANKERS’ ACCEPTANC 


Customers’ AccepTANCE LIABILITY. . 


LIABILITIES 


. . $100,270,000.00 
. « 100,270,000.00 
28,121,440.91 


RESERVE FOR CONTINGENCIES 
RESERVE FOR TAXES, INTEREST, ETC. . 5 


. . 7 . . 7 . . . . . . . . 


Member F ederal I Jepositt In urance ( 








AND ForeEIGN BILL 


Statement of Condition, March 7, 1938 


Se 


United States Government and other securities carried at $141,546,826.51 are pledged to secure 
public and trust deposits and for other purposes as required or permitted by law. 





723,593,600.61 


590,478 ,589.05 
110,800,205.72 
170,511,873.63 
733,095,111.14 
36,296,189.13 
6,160,746.63 
11,355,683.91 
24,166,089.65 
17,186,771.90 
$2,423,644,861.37 


$ 228,661,440.91 
18,024,000.81 
2,243,106.76 
2,115,261,526.30 
25,216,075.37 
30,274,123.73 
3,964,587.49 


$2,423,644,861.37 
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The Business Side of the Ledger 
—and the Human Side 





Cash 


Government Securities: 
U. S. Government, 


Other bonds: 
U. S. State and Municipal, 


Stocks: 
All but $38,047.76 are Preferred 
or Guaranteed 


Mortgage Loans on Real Estate: 
First Liens on Farms 


Loans on Policies. . .... 


Real Estate Owned: 
Includes real estate held for Com- 
pany use 


Premiums outstanding and 
deferred oe ee 
Interest due and accrued, etc.. . 
TOTAR. ws ce eevee 


Ordinary . 
Industrial 
Group . 


Total . « @ co 


The Business Side — for 1937 


The Metropolitan Life Insurance Company presents its report for 
the year ending December 31, 1937. (In accordance with the Annual Statement 


filed with the New York State Insurance Department.) 


ASSETS 
$845,465,919,71 


$782,172,007.89 


Canadian Government, 


$63,293,911.82 
1,655,208, 167.35 


$130,036,072.20 


Canadian Provincial and 
Municipal 
Railroad 
Public Utilities $479,281,913.46 
Industrial and Miscellaneous 


$108,728,136.17 
$604,695,039.09 


$332,467,006.43 


81,482,758.76 


994,096,712.57 


$73,652,107.08 


First Liens on other property 


$920,444,605.49 
513,947,859.36 
383,912,325.74 


102,584,804.52 


. He =e @ 2a 


83,727,136.16 


59,295,142.84 
- $4,719,720,827.01 


LIABILITIES 


Statutory Policy Reserves: 
Amount which, with interest 
and future premiums, will as- 
sure payment of policy claims 


Dividends to Policyholders: 
Set aside for payment for the 
year 1938 


Reserve for Future Payments on 
Supplementory Contracts . . 


Held for Claims: 
Including claims awaiting com- 
pletion of proof and estimated 
amount of unreported claims 


Other Policy Obligations: 
Including dividends left with 
Company, premiums paid in 
advance, etc. 


Miscellaneous Liabilities: 
Including reserves for Accident 
and Health Insurance, accrued 
taxes payable in 1938, etc. 


Serplas and General Voluntary 
Reserve: 
This serves as a margin of safety 
—a cushion against contingen- 
cies which cannot be foreseen 


ss 2 6 4 





Total Life Inserance in Force: 


— o - $11,400,690,229 
7,511,537,957 
3,671,865,512 


- $22,584,093,698 


Accident and Health 
Weekly benefits . 
Principal sum benefits 


19,699,024 
1,510,264,310 


Payments to Beneficiaries and Policyholders: 


+ $228,626,251.52 
234,266,144.68 


. , ee ee ee 
Industrial. . . . . . ee 
Group Life, Health, and 

Annuities . a eo 
Personal Accident and Health . , 


Total .. 


$4,141,778,793.00 


101,023,188.00 


74,737,947.93 
20,479,248.83 


26,055,985.89 


44,141,003.74 


311,504,659.62 


+ $4,719,720,827.01 


60,45 1,881.28 
2,531,994.01 


+ $525,876,271.49 








The Metropolitan is a mutual organization. Its assets are held for the benefit of its policyholders, 
and any divisible surplus is returned to its policyholders in the form of dividends. 








ledger, too. 
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The Human Side —for 1937 


F WE WERE to let the figures above describe the 
Metropolitan’s activities last year, the story would be 
far from complete—for there is a HUMAN side of the 


Policyholders and beneficiaries received from Metro- 
politan in 1937 almost $526,000,000—much of it in an 


hour of genuine need. 

Death claims were paid 
on 6,107 policies in force less 
than three months, and on 
18,562 policies in force less 
than one year—dramatic 
proof of the value of life in- 
surance. 


One could scarcely name a catastrophe which took 
human lives, in the United States or Canada, where 
funds provided by Metropolitan policies had not helped 
lighten the burden for afflicted families. 


Each day, visiting nurses 
representing the Metropoli- 
tan ministered to persons in- 
sured under Industrial, In- 
termediate, and Group poli- 
cies who were in need of 
skilled care. These nurses 


Metropolitan 


Life Insurance Company 


COMPANY) 


made 3,766,240 calls during the year. 
Every half second during 1937, a Metropolitan book- 
let, containing useful health information, was placed in 


somebody’s hands. 


Each working day throughout the year, new Metro- 
politan investments went 
into communities in various 
parts of the United States 
and Canada. These invest- 
ments helped to create a de- 
mand for goods, aid realty 
values, give employment, 

and serve other modern social and economic needs. 

There is more we would like to tell you about our 

1937 Report. This is contained in a booklet entitled, “The 
Human Side of the Ledger,” which we shall be glad to 


send to you upon request. 


FREDERICK H. ECKER, Chairman of the Board 


Leroy A. LINCOLN, President 





1 Madison Avenue, New York, N. Y. 


Name 


METROPOLITAN LIFE INSURANCE COMPANY 


Please send me, without charge or obligation, a copy of 
the booklet, “The Human Side of the Ledger.” 





Street. 





City 



























































“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 

GEORGE WASHINGTON 


Te United Rates (lens 


Vol. 6, No. 11 March 14, 1938 


“| wholly disapprove of what you say but will 
defend to the death your right to say it.” 
VOLTAIRE 











with the young men of Britain and France in what 
President Wilson proclaimed as “a war to make 
the world safe for democracy.” 

American forces and their allied comrades succeeded in 
conquering autocracy. They drove from Berlin the 
despotism of a Kaiser and emancipated the German people. 

Then the politicians of the world played on the emo- 
tions of war-shocked peoples and shrivelled their diplo- 
macy into narrow policies of self-containment, isolation 
and self-sufficiency. 

Economic nationalism and selfishness was enthroned as 
the successor to international unselfishness. 

The sacrifices of war were ignored. 

The brave men who died for a glorious cause were be- 
trayed. 

Principal offender in America was the Republican party 
which stabbed a Democratic President in the back when 
he was at the peace conference and completed its as- 
sassination of his influence by refusing to permit the 
United States Senate to ratify a covenant which offered 
the only basis for a continuance of solidarity on the part 
of the allied democracies of the world. 


BETRAYAL OF 


T ve years ago, American young men joined 


When the League of Nations 
was weakened by American re- 
fusal to join, the very backbone of 


WAR AIMS BY 
the war aims was crushed. In the 
POLITICIANS League covenant, it will be re- 


called, was the famous Article Ten by which the member 
nations agreed to preserve and respect the territorial in- 
tegrity and independence of the new as well as old re- 
publics. It was a league for the preservation of de- 
mocracy. It was the single means offered to carry on the 
great crusade for which brave men laid down their lives at 
the Marne, at Chateau Thierry and at Verdun. 

Did these millions of young manhood who moved across 
barbed wire entanglements, in the face of machine guns 
and heavy artillery fire, die in vain? Do the American and 
British and French and Canadian and Australian ceme- 
teries in France mark the graves of men who were mis- 
taken in their sacrifices? 

There are other questions we must need ask ourselves 
today. Are we who are fortunate enough to be living 
aware of the legacy which these heroic dead have passed 
on to us? 

We are not now asked to fight. We are not even re- 
quired to make the extreme sacrifices which the noble men 
of yesterday made in our behalf. We are merely chal- 
lenged to conduct ourselves with intelligent foresight and 
sensible understanding of the implications that now con- 
front us. 


NEW CRISIS 


If our attitude toward what is 
happening in Europe should be 
guided by the isolationists who 


FACES WORLD 
cry out that we have nothing to 
DtivOCRACY fear from a Europe swept by fasc- 


ism and autocracy, then we may some day discover, as we 
did in 1917, that a world unsafe for democracy is a world 
unsafe for America, too. 

We delude ourselves sometimes in thinking that there 
is no World War in progress today. But isn’t there? 

Asia is in the throes of a gigantic conflict between the 
yellow races. Europe is in a battle of rapidly growing pro- 
portions. Spain is in Civil War but Italy, Russia, and 
Germany are active on the side of one or the other of the 
belligerent factions as the case may be. 

Now Germany has started her march. Austria has 
capitulated. Will Czechoslovakia be next? And what of 
the other little nations which won their independence at 
the Paris Peace Conference? Are they to be swallowed up 
by the autocratic governments? 

Truly the same old greed for territory and resources 
which has kept the world agog for centuries is again ram- 
pant in Europe, but this time it has been accompanied by 
an unparalleled despotism and a loss of liberty to the 
citizens. In a few short years the gains which civiliza- 
tion had slowly and painfully built for itself throughout a 
thousand years have been drowned in rivers of blood 
through “purges” and wholesale massacres. 

Liberty—the precious heritage of democracy—stands 
with her back to the wall, timid, frightened, challenged. 

And how are we in America meeting that challenge? 
Are we sure that if British and French democracy are 
beaten down we will escape the repercussions over 
here? Are we blind to the fact that the New Deal with its 
stern regimentations and centralized controls, its subtle 
attacks on free institutions like the press and the radio, is 
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FASCISM MARCHES ON 


American Aloofness and British Acquiescence Has Encouraged Germany to Seize Austria—A 
War of Self-preservation May Be Forced on the Democracies of Europe— 
Economic Aid and the Responsibility of the United States 


By DAVID LAWRENCE 


but the forerunner of fascism in America innocent though 
the New Dealers themselves may be of such actual intent? 
Fascism dominant in Europe, 


HOW WILL WE . ee 
fascism dominant in Britain and 

MEET DANGERS France, means fascism dominant 

OF FASCISM? in South America and at our very 


doors. Do our isolationist lead- 
ers think we should remain silent and impotent? Is it not 
time for them to declare their foreign policy? 

Likewise the pacifists, those well-meaning persons who 
think that the only defensive war that could happen would 
be one precipitated by an actual invasion of foreign troops, 
must assume some of the responsibility nowadays for the 
making of American foreign policy. They surely cannot 
argue that America should do nothing, should not even 
speak a word of friendliness to the cause of democracy 
in a distraught world. 

Not long ago President Roosevelt uttered at Chicago a 
doctrine of world cooperation. His words might have 
been useful as a means of welding together the British, 
French and American democracies. But the isolationists 
promptly began a violent attack. They cried out that 
the Chicago speech was a precursor of entanglement in 
war. They prejudiced public opinion. They rendered 
futile any further efforts on the part of the President or 
the Secretary of State to exert American influence in a 
way that might help avert some of the dangerous conse- 
quences that have since ensued in Europe. 


PRESIDENT’S 


Failing to secure respect for 
even the mild language of the 
Chicago speech, the President 


REASONS FOR 
REARMAMENT turned to an armament policy. It 
seemed an inevitable and neces- 


sary insurance against attacks by possible foes in 
either the Atlantic or the Pacific. But did the isolationists 
or the pacifists accept even this preventive policy as wise? 
Hardly. They have been denouncing the expansion of our 
navy as a move calculated to drive us into war, as if bigger 
and better fire departments cause fires and as if the 
cupidity of other nations or their coveting of American re- 
sources will diminish if we weaken our navy. 

What should our peace policy be? Billions of dollars 
spent for armament are worth spending if they insure us 
against war, if they save human life from the horrors of 
another war. So also is it worth while to spend more 
billions to restore economic equilibrium in the world—the 
surest and best preventative of war that has ever been 


devised. 
Fascism, dictatorships, revolu- 


ECONOMIC ILLS Mieka perce. onal 
HAVE PRODUCED nlahboving territory or colonies 
DICTATORSHIPS rarely happen in times of world 


prosperity. When peoples are 
contented and their economic opportunities are abundant 
they do not accept autocracy. It is in such times that de- 
mocracy thrives. 

We in America keep buried in Kentucky much of the 
world’s gold. Almost like the misers of fable and story, 
Uncle Sam stands apart unwilling to use that gold to keep 
the world safe for democracy. Whose gold is it? It be- 
belongs to the American people. It should be used to save 
them from the terrible consequences of another world-wide 
conflict in which our young men would be sent to their 
death. 

The American gold supply, reckoned even in devalued 
units, is much more powerful as an instrumentality of 
world rehabilitation than it was in 1920 when after an 
exhausting war, the lending from America continued not 
through governments but through private investors and 
an unexampled period of prosperity and recuperation en- 
sued, 

The’ latest studies by the Brookings Institution con- 
tradict the oft-expressed statement that our foreign loans 
were bad investments. Even allowing for the fall in the 
value of the principal, we find receipts from interest and 
service charges from 1920 to 1935 so large as to bring, on 
the whole, an average return of slightly more than the 
average return on United States Government bonds for 
the same period. 

Our foreign trade grew by leaps and bounds. Our 
people were employed. Interest and service charges 
flowed from Europe to our shores. Little by little stability 
of foreign currencies was established. And then came 
American nationalism again. We withdrew our lending 
support. We refused also to aid in the commercializa- 
tion of the reparation debt. We declined to scale down 
the allied war debts to us and thus prevented the German 
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. Republic from getting the necessary modifications in its 
; payments to the allies. We sowed the seeds of fascism 
because we helped to give Hitler the issue on which he 
ultimately was able to seize the reins of government in 
Germany. We helped to kill the German Republic. 

Not all the blame should be imposed on America by any 
means. The late Premier Poincare with his hostility to 
the League of Natfons and the blindness of the French 
parliament in handling the American debt question con- 
tributed in large part to the misunderstandings that 
strengthened the hand of the isolationists in the Congress 
of the United States. 

The British failed, too, for they did not back up the 
United States when Secretary Stimson struggled for a 
united front against Japanese pretensions in the Far East. 
The Manchukuo experience was a revelation that Britain, 
France and finally America had decided each to go its own 
way. This was a signal to fascism, too, to go its own way 
and find its own allies. 


Of all the statesmen of the 


PEACE POWER OF all the ststeanen of 
world, Secretar ull has fore- 

IN AMERICAN seen most rl the tragic 

LOANS ABROAD parade of events which now cul- 


minates in German seizure of 
Austria. He has preached against economic nationalism. 
He has argued for the removal of trade barriers by reci- 
procity agreements. But he has not ventured yet to ask 
that American resources be used to develop a world eco- 
nomic equilibrium. This is because isolationist policy has 
so deeply impressed even the White House with its poten- 
tial opposition as to prevent the assertion of a bold leader- 
ship in 1938 such as thrilled the world in 1917. 

The power of America to bring peace in the world was 
never so great as it is today. The formation of a lending 
pool to help reconstruct the enterprises of peace in Europe 
would eventually make the large expense for armament 
unnecessary and would gradually find employment for the 
workers now engaged in armament manufacture. 

Similarly, the extension of vast credits would enable us 

to move our surplus farm products and raw materials to 
the nations which need them so badly. 
Such economic aid should not be extended without ex- 
acting conditions at a revived peace conference which 
| would tend more equitably to redistribute the world’s 
| great colonial areas. Germany should receive back some, 
if not all, of her colonies. It is as necessary for the Ger- 
man people to find an outlet for expansion as it is for the 
Japanese. But peaceful economic penetration with the 
leading powers as partners in the development of the 
world’s productive capacity is one thing and political or 
military penetration is quite another. 


BURIED GOLD 











As population grows in the 
world, there must be food and 
shelter for all. The United States 


| COULD REVIVE 
| WORLD TRADE has the greatest wealth of any na- 
tion on earth, Yet we are in the 


midst of a severe depression. We want our cake and we 
| want to eat it, too. We want to keep our resources below 
ground for some future unknown destiny while the whole 
world cries out for food and shelter and for peace. 

The backward areas of the world can be exploited 
legitimately and by international agreements in which 
American capital and industry should share. But we can- 
not bring back prosperity by being unwilling to risk any- 
thing or venture anywhere. 

Isn’t it far better to use some of our idle capital and 
gold to revive world production, to revive world trade, to 
cause governments everywhere to become preoccupied 
with the problems of economic progress rather than to let 
hungry nations and desperate peoples under despotic lead- 
ers reach out to make common cause with our own ten 
million unfortunates who are also unemployed? 

These are not just national but world problems. Are 
we so self-centered and so selfish as to be miserly in our 
isolation and shall we be compelled some day by cruel 
leaders to yield our liberties even as the peoples of Eu- 
rope are doing today because democracy cannot organize 
itself? 

Our task today as in 1917 is to help make the world safe 
for democracy. We left the job unfinished in 1919 because 
we deserted our allies. We must retrace our steps and 
go forward to help the world to peace because to do so 
is to save ourselves from the devastation of more unem- 
ployment and another world war. We owe this, as an 
earnest of good faith, to the brave Americans who sleep 
beneath those long lanes of white crosses in the hallowed 
? earth of the Republic of France. 
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Section I 











2.—Rep. Mav- 
erick introduces 
the bill in the i: 
House by drop- 
ping it in the hop- 
per. Fe 


3.—Lewis Desch- 
ler, House Parlia- 
mentarian, refers 
bill from hopper to 7 
proper Congression- . enn » 
al committee. : 


1—Rep. Maury 
Maverick, of Texas, 
puzzles over the 
framing of the bill. 


6.—Photograph of the bill 
as it appears when sent to 
5—B. E. Bair, Superintend- oe goeper eommmiinen, 
ent of Press Work at the Gov- 
ernment Printing Office, beside 
one of the giant presses which . 
seine the bitte, [Continued on Back Page) 





4.—William McDermott, Jr., Chief 
Bill Clerk, shown with page boy who 
brings the bill for numbering. 





KIMBERLY-CLARK CORPO 


NEENAH, WISCONSIN 


ESTABLISHED 1872 


CHICAGO * 8 SOUTH MICHIGAN AVENUE NEW YORK * 122 EAST 42ND STREET LOS ANGE! 
Manufacturers of Pulp and Paper Products Including 


KLEERFECT and HYFECT for letterpress and rotogravure printing + ROTOPLATE for rotogravure ~- ‘Cover and Specialty Papers - Ki 
KIMFLEX shoe insoles and counters + KIMSUL building and refrigerator insulation - and Cellulose 










ROTOGRAVURE 


increases 
1 TRAVEL 


A year ago, the Seaboard Railway 







































placed an ad featuring their Orange 
Blossom Special in the rotogravure sec- 
tion of the New York Times. A check 
made three weeks later revealed that 


SAVANNA) 
AN! Pi. 
R 1A SONVIL : ms ry 
‘ ’ ‘ Pes 27.65 5 
B 57% of the passengers had bought their 


G 25.05 
fares as a result of that single rotogra- 


vure advertisement. 

This year, Seaboard inserted the 
advertisement reproduced here to run 
in four colors in the Times rotogravure 
section. Concerning the results, Mr. S. B. 
Murdoch, Seaboard's General Passen- 
ger agent, writes: 

"'One or two days after it appeared, 
our telephones were unusually busy... 
"Our inquiries by mail jumped by 
leaps and bounds and are still climb- 

ing. 

"Our traveling men inform me that 
the reaction among ticket agents has 
been very favorable...whiie informa- 
tion bureaus report an unusual number 
of comments from prospective passen- 
gers. 

''T am quite sure that this partic- 
ular color rotogravure ad will make 
many dollars for us.'"' 

“Make many dollars for us!“ No 
other phrase could be more to the point. 
And no other phrase could more accu- 
rately express the results you may ex- 


pect by adding rotogravure to the list 


O R AT | O N of mediums you are now using. 


ANGELES * 510 WEST SIXTH STREET 


s + KIMPAK packing material - SANEK tonsorial strips me ey Ls eae oe Pe 
ellulose Wadding specialties 3 | ese 


Ry 
A) 


¥. 


~ 


Section II 


7.—John L. Smith in 
the House Document 
Room filing away copies 
of the bill, which may 


March 14, 1938 


8.—Hans_ Jurgensen, 
Jr., House Tally clerk, 
tallying the vote as 
members of the House 


record their Yeas and 


] be obtained by all in- 
Nays. 


terested parties. 





9—Louis Sirkey, 
House Journal Clerk, 
making a notation in 
the journal of action 
on the bill in the 
House. 


10.—Henry Hessel- 
man, Clerk, Committee 
on Enrolled Bills, 
takes the bill after pas- 
sage by both Houses to 
the President 





{ 


11.—President Roose- 
velt signs the bill, 
which is the last act be- 
fore it becomes law. 





12.—E. D. Kupinger, 
Assistant Chief of the 
State Department's Di- 
vision of Research and 
Publication’s Law Sec- 
tion, files the original. 
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